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Abstract
This session discussed the Trans-Pacific Partnership (TPP), a regional trade agreement (RTA) that is currently being negotiated by nine countries at different stages of development from four different continents in the Asia-Pacific region: Australia, Brunei, Chile, Malaysia, New Zealand, Peru, Singapore, the United States and Viet Nam. The TPP is being promoted by the Asia-Pacific Economic Cooperation (APEC) Forum and is the highest trade priority of the United States. It is an unusual and potentially innovative RTA, heralded as a “21st-century trade agreement” that will develop new approaches to problems facing business, improve regulatory coherence, encourage the participation of small and medium-sized enterprises (SMEs) in trade and facilitate development. It aims also to advance the process of multilateralizing the “noodle bowl” of bilateral RTAs in the Asia-Pacific region and it will be open to future accessions.

The session outlined the origins of the agreement and explored what is meant by a 21st-century agreement. It analysed the core motivations of its negotiating parties and outlined the potential stumbling blocks to the agreement. It explored architectural issues and whether the TPP might serve as a bottom-up incremental approach to achieving the APEC goal of a free trade area of the Asia-Pacific. The session also explored the implications of the TPP for the multilateral trade system.

1. Presentations by the panellists:

(a) Professor Deborah Elms, Head, Temasek Foundation Centre for Trade & Negotiations, S. Rajaratnam School of International Studies, Nanyang Technological University

Professor Elms outlined what the TPP negotiators mean by a 21st-century agreement. She noted that “older” 20th-century RTAs tended to focus on liberalizing market access in goods while excluding sensitive sectors such as agriculture and some industrial goods, whereas 20th-century “high-quality” RTAs were often WTO+ (i.e. requiring deeper levels of commitment than WTO agreements) or included commitments currently excluded from WTO agreements (e.g. competition policy, labour and environment agreements). She noted that 21st-century high-quality deals are broader in scope (e.g. including behind the border measures), deeper (e.g. limited exclusions of sensitive sectors), encompass a shared set of norms and commitments, and often extend beyond bilateral agreements to include many members, in order to address the noodle bowl problems of overlapping and conflicting RTAs.

Professor Elms noted that the TPP aspires to be “high-quality 21st-century” RTA that provides a regional solution to the many overlapping, bilateral deals that have emerged within the region in the past decade. Importantly, in a world where many trade barriers take a non-tariff form, the TPP is designed to facilitate regional and global goods and services supply chains. Thus, it aspires to achieve trans-national regulatory coherence across the whole spectrum of regulatory issues affecting trade and investment. These include improving the business climate for supply-chain production and facilitating trade for SMEs. It also seeks to innovate beyond the already extensive approach adopted in US-style PTAs towards a whole range of trade and trade-related issues, from intellectual property protection, competition rules, product standards and investment disciplines to environmental and labour issues.

(b) Professor Ann Capling, Professor of Political Science, University of Melbourne, Australia

Professor Capling examined the motivations of the different participants of the TPP as a way of exploring whether the TPP was an innovative platform for a new form of trade cooperation, represented the beginnings of a convergence of RTA “family types” in the Asia-Pacific, or whether it was a variation of the US hub and spoke model, designed to dictate economic terms of engagement to China. She began by noting the origins of the TPP in an earlier APEC-sponsored experiment to develop a high-quality model RTA that other members could join in the future. This development was consistent with APEC’s longstanding aim to promote open regionalism, non-discrimination, voluntary liberalization and WTO rules and disciplines. 
An alternative explanation for the TPP is that it is driven primarily by US foreign policy concerns, particularly in relation to the exclusion of the United States from East Asian economic architecture and by the desire of the United States and its allies to reposition the United States as a counterweight to China’s growing influence in the region. 

Professor Capling noted that the Australia, New Zealand and Singapore were especially interested in establishing the TPP as a comprehensive RTA that would advance the “multilateralization of regionalism” by replacing or harmonizing the existing bilateral PTAs between TPP parties. This has been opposed by the United States, which wants to retain the existing bilaterals, negotiate new market access arrangements with the countries with which it does not have current bilateral PTAs, and roll these into a new TPP. This raises the question of whether the TPP will be a genuine RTA (like the North American Free Trade Agreement) or a complex web of bilateral agreements (like the Association of Southeast Asian Nations Free Trade Agreement). She noted that other aspects of the TPP architecture would support multilateralization by reinforcing WTO disciplines (e.g. Technical Barriers to Trade, Trade Remedies) and by addressing the problem of divergence of approaches to Rules of Origin regimes, which has been identified by APEC as a potential obstacle to the multilateralization of regionalism in the Asia-Pacific. She asked whether the TPP could be considered to be a new form of networked RTA, where countries at different stages of development might have different levels of commitments on rules or longer implementation times. 
She concluded her presentation by noting the potential obstacles to the conclusion of the TPP negotiations: US insistence on its template, including commitments in controversial areas such as labour and the environment; blockages in the US Congress; whether Japan’s domestic political environment is favourable to future Japanese participation in the TPP; and how China views the TPP. 

(c) Professor Meredith Kolsky Lewis, Senior Lecturer in Law and Co-Director of the New Zealand Centre of International Economic Law, Victoria University

Professor Lewis explored the prospects for the TPP to expand into a Free Trade Agreement of the Asia-Pacific (FTAAP). She did so by first comparing the TPP to other potential models for Asian economic integration (including ASEAN + 3; ASEAN + 6; and a core East Asian FTA amongst China, the Republic of Korea and Japan), and then by identifying factors that might enhance or diminish the possibility the TPP will serve as the FTAAP model. With respect to the latter, relevant factors identified included the modalities for the commitments on reductions in tariffs on trade in goods, the scope and ambition of the TPP, and the inclusion of the United States in the agreement (in contrast to other potential Asian integration models).

(d) Dr Patrick Low, Director, Economic Research and Statistics Division, WTO

Dr Low addressed the question of the relationship between RTAs and the multilateral trade system (an issue which was also explored in the WTO’s 2011 World Trade Report, which was entitled The WTO and preferential trade agreements: From coexistence to coherence). In particular, he discussed two different ways for the trade system to deal with RTAs: a top-down approach through the WTO or a bottom-up approach through agreements such as the TPP. 

A top-down approach could occur through the WTO’s Transparency Mechanism for regional trade agreements, which has been the only outcome of the Doha Round to date. One approach would be for the WTO to consolidate larger agreements where there is a high level of similarity between existing RTAs; the WTO could sponsor negotiations to consolidate agreements or negotiations to find trade-offs to bring about consolidations. A second approach would be for the WTO to monitor the potential for regulatory divergence in RTAs. Dr Low suggested that there was likely to be a greater prospect of consolidating agreements that are WTO+ rather than agreements that are WTO-X. He noted that critical mass agreements would become relevant in this context, but that these would have to be concluded on a most-favoured nation (MFN) basis so as not to disadvantage WTO members who remained outside of such agreements. 

A bottom-up approach to consolidating RTAs might come through agreements such as the TPP, or through the proposed tripartite FTA in Africa that aims to bring together three different RTAs covering 27 countries, with a view to eliminating costly wasteful criss-crossing arrangements that fulfil little purpose. He noted that the challenges with the TPP were to secure deeper commitments and geographical expansion. Failing to achieve one without the other would mean that the TPP would cease to be an interesting approach to the multilateralization of regionalism.

2. Questions and answers

Following presentations from the panel, there was a lively question and answer session with the large audience. Questions focused on the potential for other major APEC economies to join the TPP; why Canada was not included in the negotiations from the outset; and whether specific aspects of the US template (such as the Investor State Dispute Settlement mechanism) would make it difficult to achieve an agreement. One audience member expressed considerable scepticism that the TPP would achieve any significant agreement on WTO-X measures, and cited the failure of the OECD’s proposed Multilateral Agreement on Investment as evidence to support his scepticism. Another audience member raised concerns about whether US negotiators were trying to use the TPP as a way of continuing to pursue “unfinished business” in several of its existing bilateral RTAs with TPP members, in controversial areas such as the domestic pricing of pharmaceuticals. She also wondered whether the United States was going to negotiate seriously on agriculture and textiles (e.g. whether it would demand the “yarn forward rule” as part of the TPP’s Rules of Origin).
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