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[Need to continue stimulus packages]

First of all, I am not certain we can define this era as a “Post”-Crisis Era．There is still a risk of a double dip recession.  Apparent economic recoveries in many countries　[including regions] of the world, including Japan, may be just thanks to stimulus packages implemented by them and if the effects of these packages expire, then the economic recoveries may stall. 

Therefore many governments in the world had better continue to stimulate their economies. There are two methods by which governments can continue to support economic recovery. The first method is to inject money into economies and the second method is to deregulate economies without injecting money.

Let me start by considering the first method, injecting money into the economy. Many governments have already adopted this method to cope with this crisis. As a result of this policy, many governments in the world have increasingly become poor and cannot afford to continue to inject money. However, projects that meet certain conditions should still be funded and as one of such conditions, East Asian regional support to the project may be indispensible. Such projects are either in the area of infrastructure building, healthcare, energy saving and development, environmental protection, efficiency improvement or epoch-making innovations.

Let me touch upon the second method to deregulate economies without injecting money.

 Back in 1994, the government of Japan deregulated the brewing of local beer. Until then only big companies were allowed to brew beer because it was easier for the government to collect tax on alcoholic beverages only from big companies. However, after the deregulation of brewing local beers, restaurants with the capacity to brew local beers have blossomed all over Japan. 

Also in 1994, consumer ownership of mobile phones was allowed for the first time. Until then only telephone companies were able to own mobile phones, which were then rented to consumers. Of course, after deregulation, the mobile phone industry in Japan boomed. 

It is said that regulations in the medical and healthcare area are still excessive or at least unclear in Japan.

For example, the legality of using a robot to lift the body of a patient is unclear due to the lack of clear standards. Performing an experiment for the purpose of trying to demonstrate its safety may turn out to be illegal in the end for the same reason.

Thus, there is no way in Japan to prove the safety of a robot in terms of handling a human body.  I hope we can come up with a proposal to break this impasse through East Asian cooperation           

[Policy Recommendations]

Regarding the first method, we previously discussed the possibility of pursing a program to secure special funding for infrastructure building in this region. Now, this meeting should recommend that the ASEAN +3 ministerial meeting [A3MM] decides the conditions to determine which infrastructure should be included under this program, the total amount of the program, rules of each country’s contribution to the fund, the country(ies) mainly in charge of secretarial work of the program and so forth.

In areas other than infrastructure building, namely in the areas of healthcare, energy saving and development, environmental protection, efficiency improvement or epoch-making innovation, this working group should recommend the A3MM to instruct the WG to prioritize them, deepening their contents as well.

Regarding the second method, the WG should recommend the A3MM to ask member countries to implement the following six points. 

The first point is to deregulate unilaterally as Japan did in 1994, for example. Deregulation is in the interest of each country. 

The second point is for China, Japan and South Korea [CJK] to make haste in concluding an Investment Agreement.  These three countries have already exchanged the first draft of the Investment Treaty as was referred to in the third Summit Meeting.　The third Summit Meeting among 3 leaders held in Seoul on May 30th this year announced that agreement would be in place on the Investment Treaty within several months and maximum efforts would be made to conclude it soon after. 

 Since liberalization of investment flows, which the Investment Treaty is mainly aimed at, would be one of the important elements of an FTA, the conclusion of an FTA among CJK which is the third point I would like to mention, will be close if the Investment Treaty among them is concluded. A Joint Study Committee [JSC] was established at the end of April this year to identify the strategic implications of a possible FTA among CJK and so forth. The JSC comprised of government officials and participants from business and academic fields had its first meeting on May 6th. It will endeavor to complete its work by 2012, preferably before the trilateral Summit Meeting in that year. Many ASEAN countries have been complaining of the lack of cooperation among CJK. Therefore the start of JSC will be welcome by ASEAN countries as a building block for regional economic integration in East Asia. Regarding that, there are three proposals on the table namely; ASEAN+3 FTA, ASEAN +6 FTA and APEC FTA[FTAAP]. I think the choice should be decided on a first-come, first-served basis. In this regard, the FTAAP, which is identified as a long-term goal as of now should be up-graded to a mid-term goal so that it can compete with the other two proposals. Anyway, harmonization of rules of origins, standard and technical regulations and social security systems to be incorporated in those proposals for each country is important for facilitating FDIs within this region.

The fourth point to deregulate is to conclude the Doha Development Round [DDR] Negotiations by the end of next year. Although politicians are still saying they aim to conclude it by the end of “this” year”, it has become impossible to do so, judging from political schedules in influential developed and developing countries. Unless we establish a more realistic timetable and stick to it, we will not be able to solve the already complicated issues in the DDR
After having experienced a major economic crisis, including the Lehman Brother’s collapse, suspicions on the free market economy were raised.  In many countries a lot of governmental money has been injected into their economies, more than half of stocks of a typical private company like GM is now possessed by the US government, the financial sector which used to enjoy maximum freedom is now facing severe governmental control and so forth. Observing these situations, there are some who have started questioning the fundamental value of the free enterprise system and free trade system. In this regard, the free trade system is in danger. Of course Japanese economic development in the 60s and the 70s would not have been possible had it not been for the free trade system no matter how unfair it might have been to Japan by enforcing Article 35 of the GATT or forcing Japan to adopt “voluntary” export restraint. Chinese economic development would not be here without the free trade system, albeit not perfect in the eyes of the Chinese people, for example. In this regard, all of us should try hard to ensure the successful conclusion of the DDR. 
The fifth point is to have an international investment agreement [IIA]. Transparent and fair rules to accept foreign direct investments [FDIs] are especially necessary for small and medium sized enterprises [SMEs], which are increasing outbound FDIs recently. As some of you may recall, the issue of investment rules was excluded from the agenda of the DDR 10 years ago due to the explicit and implicit opposition from China and Malaysia, for example. But at that time China was a recipient country of FDIs without many FDIs going out of the country. Therefore China did not like international rules, binding recipient countries. Today, however, there are many outbound FDIs from China. Therefore to establish an IIA is not only in the interest of developed countries but also in the interest of Chinese companies for the purpose of not being discriminated against by indigenous companies of recipient countries. Malaysia was opposed to an IIA because it used to protect indigenous companies, discouraging foreign investors under the name of the Bumiputra Policy. Under this policy, indigenous companies were given a larger share of joint ventures, for example. If an IIA had been established, a discriminatory policy against investors would have been illegalized. Therefore at that time, Malaysia was opposed to an IIA. Recently, however, the enforcement of the Bumiputra Policy has become relaxed Therefore the Bumiputra Policy is no longer an impediment to the introduction of an IIA.

Last but not least, I would like to mention a recommendation in between budget usage and deregulation. As I mentioned above, the legality of using a robot to lift a human body is unclear in Japan because no safety standard has been established. The standard has not been established because the data to prove its safety is not available due to the uncertainty of the legality of the experiment. If the WG finds out that a country in East Asia can offer an opportunity for the safety experiment, of course, legally in a spirit of cooperation, that information should be shared by the A3MM for consideration to implement it.  
THE END
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