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Prospects for Trade and Investment Facilitation cooperation in East Asia  in the Context of the Global Economic Recovery
By Mr. Kyaw Swa

(Myanmar)

At the NEAT  Working Group Meeting 

on Trade and Investment Facilitation

(Beijing 25 June 2010)

Mr. Chairman,

Distinguished participants, 
Ladies and Gentlemen, 

Good morning ! 


I am very honoured to participate at the NEAT Working Group meeting. At the outset, allow me to express my sincere appreciation to Mr. Qien Yaqing and China Foreign Affairs University for the warm welcome and gracious hospitality extended to me. Indeed, it gives me great pleasure and honour to have the opportunity to make a presentation on “ Prospects for Trade and Investment facilitation in East Asia. I am sure that at this NEAT Working Group Meeting, the participants will be able to exchange views and come out with constructive proposals and suggestions on the three themes. 

Mr. Chairman, 

Dear participants,

The NEAT Working Group on Trade and Investment facilitation is being held against the backdrop of the tremendous changes in the post global financial crisis. 


Some recent economic forecasts indicate that Asia is experiencing a sharp found from the global financial crisis. Many will agree that the Asia region is leading the rest of the world in the global economic recovery. However, the challenge here is how to sustain this nascent economic recovery. 

In my presentation today, I would like to explore the opportunities and challenges associated with Trade and Investment Facilitation Cooperation in the aftermath of the global economic and financial crisis. 

Mr. Chairman, 

The global financial crisis that started in late 2008 spread from the United States to other parts of the world including our Asian region. As you are well aware, most Asian countries, taking lessons from the 1997 Asian Financial Crisis, stood well against the current global financial and economic crisis. Despite this, Asian economies were not immune from the financial crisis either. In fact, the export dependent Asian economies were hit with the declining export orders from the industrialized countries. In addition, Asian economies faced tighter credit lines because of falling exports and shrinking markets: the Asian countries also suffered lower export earnings and job losses. Just to add the woes, the FDI flows into the region also slowed down. 


In the face of these challenges, the Asia economies began to work together in order to cope with the global economic recession that ensured the financial crisis. Clearly, the current financial crisis is much bigger in scope than the 1997, Asian financial crisis due to the larger negative impacts it has caused around the world. Although some economic indicators are pointing to some industrialized countries  emerging from the global recession, the situation is still fragile. 


Around the world, both developed and developing countries, with the involvement of the United Nations and the international financial institutions such as the IMF and the World Bank, have taken drastic measures to tackle the global crisis. The East Asian countries, led by the emerging economic powers like China and India, are showing resilience of from the global economic recession. The slowdown in FDI flows into the region also affected the East Asian countries severely, as East Asian is export oriented economies rely heavily on FDIs.  In the aftermath of the global financial crisis, Asian countries are seeking to be less dependent on export –led growth and instead depend on domestic demand for generating growth. One of the obstacles in this approach is that for some Asian countries, domestic markets are too small to depend on domestic demand to stimulate growth. Therefore, it is quite essential to encourage and develop more intra-regional trade among countries in Southeast and East Asia.  
Despite the economic and financial crisis in 2008 and 2009, the global economy is recovering as a result of robust policy responses in each country and the joint efforts by the international community. Nonetheless, it still faces challenges, in particular, with regard to stabilizing prices, creating employment, further facilitating labour adjustment, and boosting demand. The Asia –Pacific region has come to occupy an increasingly important position in the global economy. Through trade and investment the established production networks of the region allow economies to capture the benefits of their comparative advantages. 


In the post global financial crisis era, regional economic integration efforts have gained momentum in East Asia. Regional Trade Agreements (RTAs) and Free Trade Agreements (FTA) have been signed and some have come into force such as the ASEAN-China Free Trade Agreement. As a result, work has been undertaken in key areas of regional economic integration such as investments, standards and technical regulations, trade facilitation, rules of region (ROOs), intellectual property rights (IPK) and Ease of Doing Business. In order to strengthen regional economic integration in Asia, countries in the region need to ensure that standards, technical regulations, and conformity assessment procedures do not create unnecessary obstacles to international trade. In addition, efforts are already under way, especially by APEC, to make rules of sign (Roo) more business-friendly to help businesses including small and medium enterprises further utilize RTAs and FTAs.  

Mr. Chairman, 

According to a joint UNCTAD-OECD report, global FDI flows fell dramatically in 2009 (by some 40% companied to 2008). UNCTAD expects them to pick up in 2010. Moreover, the report finds that between November 2009 and May 2010, most investment policy moves pointed toward greater openness and transparency for foreign investors, but some emergency measures designed to manage the effects of the financial crisis continued to threaten the flow of international investment. During the crisis, emergency measures constituted the largest share of investment-related measures. Some were directed at the financial sector and the real economy as a whole. The report also urges that careful attention be paid to managing the investment impacts of the emergency measures taken in response to the crisis, and to the processes of winding down emergency schemes and ensuring progress an fundamental reform in the financial sector. As East Asian Countries took emergency measures to cope with the crisis, they would also have to pay attention to what the UNCTAD report has suggested, as part of the investment facilitation measures in the region. 


At the regional level, the economic integration agenda of ASEAN, of which my country Myanmar is a member, is driven mainly by its ultimate goal to realize the ASEAN Economic Community (AEC) by the 2015 target date set by the ASEAN leaders. In this regard, trade facilitation remains high in the economic integration agenda of ASEAN. This will include “simplification and harmonization of customs procedures, working towards the full establishment of the National Single Windows that would provide the platform for the ASEAN Single Window, harmonization of standards and technical regulations and the full implementation of Mutual Recognition Arrangements (MRAs), among others. 


As guided by the ASEAN leaders, Member States are currently looking into the recommendations for on East Asia Free Trade Area (EAFTA) and Comprehensive Economic Partnership in East Asia  (CEPEA) as put forward by Track Two experts, particularly in the priority areas of rules origin, tariff nomenclature, customs related matters and economic of cooperation. These proposals can serve as stepping stones to an even broader, unified Asia-Pacific market and an economic community. Furthermore, regional trade agreements (RTAs) should move beyond tariff reductions to broader and deeper economic partnership agreements. Dismantling non-tariff barriers and reducing delays at borders will not only facilitate trade and investments, it will also generate wider employment opportunities as small and medium-sized enterprises integrate more effectively in regional value chains. The regional architecture in East Asia is evolving and is dynamic. ASEAN, with its more than four decades of regional cooperation and integration, buttressed by its own community building efforts and its strong links with the many economies of the world and the region. 
According to the latest  ADB  forecasts, East Asia’s gross domestic product should grow by over 8% this year, led by China at nearly 10%. For the Association of  Southeast Asian Nations, or ASEAN, aggregate growth should be slightly over 5% in 2010 based in large part on the recovery in global trade and investment, and healthy domestic demand.

While the global outlook  remains largely positive, recovery in advanced economies could reverse. Sovereign debt and contagion remain an issue in several parts of Europe and a loss of growth momentum in China or destalizing capital floos would also hurt Asia’s growth prospects. China has been an important source of demand for many Asian economies and hence has played a significant role in the region’s recovery. With external demand low, intra-regional trade is critical to sustain Asia’s recovery. The region therefore needs to remove barriers to trade and improve transportation infrastructure. And while the proliferation of Asia’s free trade agreements within and across regions has helped increase intra-regional trade, the next step is to unify these so as to further promote trade facilitation.

The current global economic crisis has demonstrated how vulnerable many of our economies are. Asia’s traditional reliance on trade with Europe and the United States needs to be better balanced with intra-regional  trade if our region is to emerge stronger and more resilient after the crisis. At present, the Asia-Pacific region is more  economically integrated with the rest of the world than itself. Intra-regional trade accounts for about 49% of total trade in our region, compared to NAFTA’s 51% and the EU’s 68%.

Thus, there are still tremendous opportunities for growth in South-South trade and investment. According to ESCAP research, the removal of all tariff restrictions intra-regionally could lift a further 40 million people in the Asia Pacific region out of poverty. Here, one way of reducing trade barriers is through the implementation of regional trade agreements.

In this connection, the Asia-Pacific Trade Agreement or APTA is playing a key role in the region as APTA remains the only truly region-wide agreement spanning East Asia, Southeast and South Asia.

It is heartening to learn that APTA has recently moved into three new areas of commitment:  trade facilitation, trade in services and investment. Trade facilitation is one of the pressing issues countries in the region must address. In some cases, the hidden costs of the red tape associated with trade add as much as 15% of the value of goods being exported. 

Research has indicated that average gains from improved trade facilitation in the Asia-Pacific region for exceed those that might be achieved through further traffic liferalization. Therefore, conclusion of  a Frame Work  Agreement on trade facilitation in  AFTA Participating States is a step in the right direction. It really offers genuline prospects for trade facilitation in the region.
 As regards investment facilitation, much of trade in this region contributes to foreign direct investment (FDI) led regional and global value chains in which small and medium-sized enter-prises assume a very important role. FDI has been an important contributor to growth in many Asia-Pacific countries, opening up access to capital and technologies as well as providing a major external source of financing. Many Asian-Pacific developing countries, including APTA Participating states, have emerged as both leading destinations and sources of FDI. However, investors also face a wide range of at-the-border and behind-the-border obstacles, especially in the post-establishment phase.

There are of course ongoing efforts to address these obstacles and promote investment facilitation. For instance, the Framework Agreement on the Promotion, Protection and Liberalization of Investment in APTA Participating States sets the stage for comprehensive liberalization and facilitation of investment among  APTA Participating States. In this regard, it is hoped that concrete results will come out of the negotiations in this area in the near future.

There are other financial mechanisms being  currently implemented. One example is the ASEAN +3 –Chiang Mai Initiative Multilateralization, which serves as the embryo of an essential regional monetary institution. ADB is also working closely with the ASEAN Secretariat to multilateralize the Chiang Mai initiative, and establish a credit guarantee and investment mechanism as a trust fund to provide its members access to the Asian bond market for additional funding it is hopped that there initiative will lead to further investment facilitation in the region.
Conclusion
Over the past several decades, many countries in the Asia have been successful in using trade as an engine of growth. Thanks to trade, our region has achieved  spectacular economic growth, social progress and  poverty reduction. Trade and investment activities not only have great potential to help revive East Asian economies, but also to help ensure that future economic growth is both inclusive and sustainable. Thus, it is clear that through greater regional economic integration, taking advantage of RTAs and FTAs, prospects  are in the horizon for improved trade and investment facilitation in East Asia to bring more economic progress prosperity to the region.

Thank You.
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