Asia-Pacific
Economic Cooperation

2005/STAR/018
Maritime Security Panel 3

To Achieve a Longer-Term Success of “Secured
Trade”: How to Minimize Maritime Counter-
Terrorism Measures’ Adverse Impact on Legitimate
Trade

Submitted by: Hanyang University

Third Conference on Secure Trade in the APEC

Region
/ Incheon, Korea
25-26 February 2005



Maritime Security Panel 3 Jae—Min Lee

THIRD CONFERENCE ON
SECURED TRADE IN THE
APEC REGION

Hyatt Regency, Incheon

-—..———-—

w—

_ecured Trade”: How to Minimize
I Maritime Counter-Terrorism
“Measures’ Adverse Impact on

Legitimate Trade

With Particular Emphasis on the Strait of Malacca
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~ international efforts to
prevent and fight maritime
terrorism have turned out to

be a great success
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ntmumg Etftorts Essential

Current Situation:
Terrorism fFhreats Increasing

(1) “sea-borne” terrorism Where a sh1p Or A g

r=atE

g e shipment container is used by terrorists fom==

- ol =Cdrry out terrorist attacks against a

E‘{Jarticular country or a port, and
T

-"“: — (if),“in-transit” terrorism where a ship or¥its
; - crews become the target of terrorist activities
at.sea

—
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Current Situation:
Threat to SLOC

e :; :
- Stz sealanes of comHITHCATION (i.e.,
==e= international straits) in various intl ,
== Watérs-have-become major passages of-
%@or—rela‘ced materials (for sea-borre-
= —terrorism ), or targets of maritime
“terrorism (for.in-transit terrorism)

fie most important SLOC in the APEC
) thie Strait of Malacca (or Strait of
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IPEC trade

== veryday a quarter of world trade, including half of
all sea shipments of oil bound for eastern Asia
passes through the strait

- > Miaritime Terrorism Threat

» Terrorists almost publicly acknowledge that the
strait is their prime target

jrzttt of VEllEldezN g s
arly s1gn1ﬁcant problems

‘percentage of containerized
ipping (which makes the
ansportation particularly vulnerable

10 sea-borne terrorism)

Frequent occurrences of criminal
activities with geographical closeness
to some of int’l terrorist groups (which
makes the transportation particularly
vulnerable to in-transit terrorism)
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veremphasized
‘However, it is time to examine the
maritime counter-terrorism measures
adopted so far and contemplate on
appropriate future direction

UnintentedAdverse Impact on
l[legititiiate Trade
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& » lirom time to time, strict and overarching
counter-terrorism measures have choked
otherwise free flow of legitimate trade

» Such effect has probably never come to the
mind of the drafters

e -

= > Up until now, this “side-effect” has been
widely considered inevitable
— For an effective counter-terrorism measure, a

“drag-net” or “all-or-nothing” approach is
inevitable
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Examples

IS2S Code

Smmeasures for ports and ships

- j-‘f‘ A completely appropriate and necessary
measure to deal with maritime terror

Examples

IIS2S Code

complained that they did not have enough
lead-time and resources to meet the deadline
% Sometimes operates as a non-tariff trade
barrier
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Examples -
RContainer Security lniiative

i ——

C Ve the vast increase of containerized shipment
and its threat, perfectly appropriate and necessary
gporters from the CSI participating countries

et significant commercial advantage

* more expeditious and favorable treatment at the
border or in customs clearance procedure

Examples -
RContainerSecurity lnitiative

i ——

hipment from non-CSI Block is getting de
Nacto discrimination for the import processing
It puts burden not only on suspicious trade,
: bt also legitimate trade from these countries
*#As to non-CSI countries, this measure
— virtually operates as a non-tariff trade
barrier
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% Increasing logistical burden on countries or
companies with less financial or technical
resources

pplem for transportation through the Strait of
alacea than any other passages

& 2 dihe unique characteristics of the Strait of
~ Malacca provide a showcase example of the two
conflicting themes: (i) importance as a vital
SLOC and (ii) vulnerability to terrorism.

10
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> Uninhibited flow of trade through the Strait of
Malacca is important

> Everyday a quarter of world trade passes through the
strait

& > At the same time, the Strait of Malacca is
particularly vulnerable to the increasing
international terrorism and piracy

> In fact, 42 percent of world’s pirate activities took
place in the Strait of Malacca in 2003

Ot Strait of Malacca is the place
e a stringent counter-terrorism
sure is needed while at the same time

ow: of legitimate trade

=~ As such, the strait offers a good litmus
— test place to contemplate a long-term
solution to this touchy issue, not only for
APEC region but also the world
community at large
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APEC EconomiEs

_ Up until now, a series of stop-gap measures
to deal with emergency situation in the
immediate aftermath of September 11

* Now it is time to go back to normalcy and
contemplate a long-term approach

12
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Frameworlic

— dimensional” thinking
s" Not only effectiveness of a measure, but also
accompanying side-effects of the measure

need to be carefully considered and
evaluated

perimis ot int’l trade, the multi-

aensional approach would include:

Aderstanding the “hidden” relationship
petween counter-terrorism measures and
] trade in the APEC region

= s Making “realistic” efforts to minimize or
avoid unnecessary disruption to legitimate
int’l trade in the APEC region

Jae—Min Lee
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Deterrence
Effect

Counter-
Terrorism
Measures

Resulting

Adverse

Impact on
Other Areas

Consideration
(i.e., trade
effect)

Deterrence
Effect

Counter-Terrorism
Measures

Jae—Min Lee
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“and foremost, it is imperative that
tiaters from APEC Economies are apprised

f‘_ﬂﬁ this vein, any terrorism-related measure to
be adopted by APEC Economies or by other int’l
organizations should be adequately evaluated in
terms of trade disruption possibilities and
impact

':counter—terrorism measure should be the
trade-restrictive, if at all possible

*-When those alternatives basically provide the same
—  or similar level of protection
% A measure that inflicts the least negative
impact on trade should be adopted by APEC
€conomies

15
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» Under domestic legislation/regulation, wide
discretion is usually reserved for officials
* To minimize abuse of discretion, whether intended or
unintended, it is important that the APEC economies’
domestic implementing legislation and regulation
provide clear guidance

Iote tundamentally, it is essential to recognize
‘term positive effect for APEC flowing from
teliable trading system

reliable trading system is to be achieved not only
through the one covered by water-tight anti-terrorism
measures, but also the one that facilitates free flow of
legitimate trade

» As to APEC Economies with less resources, free
trade of legitimate shipment is virtually the only
way to accumulate national wealth

16
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Wiien a particular measure is adopted, the procedure
to comply and the substantive contents of the
measure should be made as easy as possible unless
the effectiveness of the measure is compromised

» The technical or mechanical specification of
equipment should not be unnecessarily
burdensome

pACHISideration of progressive

APEC Economies may consider “progressive
implementation” of a measure, if such progressive
implementation does not pose a significant problem
* There may be instances where progressive
implementation is simply not feasible, but there also

may be instances where progressive implementation
could be considered

Jae—Min Lee
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@iven vhat the beneficiary of effective counter-
Sterrorism measures is int’l trading community in
‘general and APEC in particular, APEC Economies
may consider sharing financial burden of members
with less resources in implementing particular
measures

As such, it is important that members with less
financial resources have the ability to access and
obtain necessary technology and equipment

@ this respect, APEC members with resources could
onsider disseminating or transferring required
technology and equipment at a reduced price or no
Cost

*: Devising an easier access to technology and
equipment is critical in introducing counter-
terrorism measures as most of new measures are
related to IT technology in one way or another

18
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aissistance mechanism than ad hoc support based on
good-will of individual countries

For the creation of the fund, not only the
governments but also private companies can
participate

Particularly, private companies using the Strait of
Malacca for their business may shoulder
proportionate burden in maintaining the strait safe

ot only an easier access to the counter-terrorism
cechnoelogy and equipment but also more adequate
training for customs officials, law enforcement agency
= olficials, and private company officials from members
with less resources is critical

s These officials need opportunities to get adequate
training before they are required to comply with a
measure

19
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It is highly recommended that future counter-
terrorism discussions in APEC be conducted with
closer cooperation and coordination with other trade-
related international organization

Such organization may include WTO, World Customs
Organization (“WCQO”), Organization for Economic
Cooperation and Development (“OECD?”), etc.

Viaitaining Viability for

dEsSE stggestions & recommendation are
plicable to all int’l counter-measures

to be more valuable for the Strait of
Malacca due to its unique characteristics
and acute head-on collision of two
competing objectives

20
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Maiitaining Viability: fos

*» Continuing economic prosperity in APEC
region will be maintained

Concliusion

» It is a time for APEC BEconomies to think about
a longer-term solution to the intlimaritime

terrorism m
» A more creative and three-di : I thinking

is desperately in order.

* APEC economies also need to be€reative in working
together to find innovative ways, using new
technologies, to both strengthen security and
facilitate trade

» Any “Unintended trade effect” needs to be
minimized-as much as practicable
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The End

“Secured Trade” for Common Prosperity
in APEC Economies

e

e
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