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Discussion Paper: APEC Agenda and Input-Output Modeling. Preliminary Ideas for Collaboration
Why APEC?

For more than two decades, APEC has been a vibrant forum for regional consultation and dialogue and has guided the increasingly interdependent Asia-Pacific economies towards a more effective and coherent cooperation. APEC pursues the overarching Bogor Goal of achieving free and open trade and investment in the Asia Pacific by 2020.
Beyond that, APEC is now widely regarded as an incubator of ideas for regional economic integration. APEC has not become a negotiating forum but rather pursued its own specific approach of voluntarism and non-binding commitments which allowed for more open minds and flexibility. The function of creating “soft norms” and sharing model policies was embedded in APEC process from the inception. APEC has produced an extensive body of reference material for policy makers in the form of best practices, non-binding principles and guidelines. Indirectly, APEC helped set the stage for important trade initiatives, such as Information Technology Agreement adopted by the WTO and nowadays the Trans-Pacific Partnership negotiated by 9 economies in the region.
More recently, APEC economies began to show interest not only in policy design but also in the activities that entail measurement of progress and impact analysis of economic policies. Examples include Regulatory Impact Assessment and Free Trade Impact Assessment studies which are effectively used by a growing number of APEC economies and worldwide.
In 2010 in Yokohama, APEC Leaders set out a vision for APEC to strengthen regional economic integration and achieve balanced, inclusive, sustainable, innovative, and secure growth. APEC programmes and initiatives now include more numerical targets which may be quantitatively assessed. Some of the most notable include:

· an APEC-wide target of a ten percent improvement in supply-chain performance by 2015, in terms of reduction of time, cost, and uncertainty of moving goods and services through the Asia-Pacific region;

· an aspirational goal of a 25 percent improvement in the ease of doing business (EoDB) by 2015;

· new APEC-wide regional goal of reducing energy intensity of the member economies by at least 45 percent by 2035, using 2005 as a base year.
Monitoring and reviewing the implementation of these and many other APEC and individual economies’ initiatives is likely to require adequate analytical tools.
APEC economies also recognized the need to build APEC’s own research capacities and statistical resources and agreed to establish a Policy Support Unit at the APEC Secretariat in 2007. At the recently concluded APEC meeting in Honolulu, APEC ministers recognized that the Policy Support Unit was a valuable and integral part of APEC this year, advancing key initiatives like Ease of Doing Business, the Second Trade Facilitation Action Plan (TFAP II) assessment, the Bogor Goals reviews and Supply Chain Connectivity, as well as promoting APEC achievements outside of the region.
These developments may signal that it’s right time now to discuss how to fulfill APEC’s requirement in sharing knowledge and building capacities to use more advanced analytical and modeling tools.
Why Input-Output Tables?

For decades, Input-Output economics has remained an exclusive domain of a limited number of scholars and statisticians. In recent years, the interest in Input-Output tables has seen an impressive resurgence. With the globalisation and regionalisation of economic activities, many analysts have rediscovered the great utility of these specific statistics for several purposes of policy advice. Some examples of applications include environmental effects in the context of sustainable development, visualisation of cross-border production networks, analysis of employment creation, extended monetary tables or social accounting matrices. The tables are instrumental to distinguish between intermediate inputs and final products, or to measure the value-added component of traded products. The list of applications could easily be extended.
Input-Output tables offer the most detailed portrait of an economy. They enable a detailed analysis of the process of production and the use of goods and services (products) and the income generated in that production. The strength of Input-Output analysis is that it can address both direct and indirect effects reflecting complex linkages within a national economy. International Input-Output (IIO) tables integrate official national accounts and bilateral trade statistics into a consistent framework which also reflects interdependencies between economies. The tables are more complex than most other statistics and their compilation is challenging. But the benefits are large in many ways despite the required efforts.
In fact, Input-Output statistics are at the core of all Computable General Equilibrium (CGE) models, an advanced analytical tool widely employed to quantify the expected outcome of policy change. One notable APEC study used a CGE model to estimate the effects of a Free Trade Area of the Asia Pacific in 2009. The coverage of the study, however, was not complete.
What next?

The ultimate benefit of the Input-Output tables and related models lies in their capacity to upgrade policymakers’ understanding of international economic linkages. If this understanding is refined, it may progressively change the way governments formulate and implement their policies. Conversely, distorted or inadequate policies arise from a distorted view on the economy.
International Input-Output statistics appear to have many properties that meet demands of both individual APEC economies and APEC as a whole for powerful analytical tools. The discussants and participants may wish to look into the following issues.
· Can APEC be a test bed to fulfill a “wish list” for the compilation of a consistent International Input-Output table?
Currently, economies produce national Input-Output tables of varied coverage and frequency and a few international collaborations yield international tables. The latter include Asian Input-Output Tables of the Institute of Developing Economies, Japan (IDE-JETRO), World Input-Output Database (WIOD) project, Global Trade Analysis Project (GTAP), the OECD International Input-Output database and other. However, there’s enormous room to fill the data gaps, harmonize methodologies, enhance coverage and link the data to the official statistics.
APEC members may wish to discuss whether they are able to contribute to the harmonization of the existing Input-Output accounts or even consider compiling their own IIO table building on the existing expertise. The compilation should be cost-effective and lead to consistent results. In particular, this will require (1) the involvement of national statistical offices and (2) substantial funding.
· How can APEC utilize the Input-Output tables for economic modeling and policy making?
To ensure that the Input-Output modeling informs policy decisions, APEC economies may wish to conduct demonstration and capacity building activities as an initial step. These may include a collaborative study of a topical APEC issue with the application of the Input-Output techniques and training activities for interested APEC members to build their analytical capacities and motivate further research. Two specific issues may need to be explored: (1) how to maximize the value of the available techniques and statistics to produce reliable estimates and (2) how to properly deliver the findings to the policy makers and a wider APEC community?
· What’s APEC comparative advantage?
With a number of proposals to enhance the compilation and use of the international Input-Output statistics in the pipeline, APEC has to ensure that it complements these efforts and avoids duplication. An outstanding effort is WTO’s Made in the World initiative (MIWI), launched to bridge the gap between researchers and trade policy makers and to develop a network of interested researchers and industries.
Participants may note that a strength of APEC as an intergovernmental forum is its openness to the inputs from the private sector and academic community. It’s worth exploring then whether APEC is well configured to translate the findings from IIO modeling exercises into policymaking. Can APEC help provide feedback from officials so that IIO modeling responds to the policy needs? Can APEC be a vehicle to reach out to a wider audience on the IO related issues?
· What are the feasible options for further collaboration within APEC?

APEC non-binding and flexible nature provides a number of opportunities to raise and pursue the issue, of which the most appealing are:
a) APEC pathfinder – a group of volunteering economies (at least half of APEC members) to define and carry out a work programme with concrete deliverables to APEC economic leaders;

b) APEC multi-year project – an APEC co-funded activity or series of activities to support APEC priority workstreams in the form of capacity building, training or compilation of databases.
What is the expected outcome of the conference?

Subject to the results of the discussions, participants will be invited to:

a) send a ‘message’ to the APEC Senior Officials in the form of a brief summary of the Conference;

b) agree to establish an informal contact point network of interested volunteers to take the issue forward in APEC next year.

It is envisaged that this outcome will be communicated to the Informal APEC Senior Officials meeting (December 2011, Saint Petersburg, Russia) which will consider APEC priorities for 2012.
