PEER REVIEW:  A TOOL FOR INTERNATIONAL CO-OPERATION THAT RESPECTS SOVEREIGNTY AND DIVERSITY

By Dominique BOCQUET, Minister counsellor, Delegation of France to OECD, Vice-chair, Economic Development and Review Committee of OECD
We are seven years into the 21st century and Asia is trying, like the other continents, to resolve a contradiction: on the one hand, co-operation is more necessary than ever now that economies are increasingly interdependent; on the other hand, there is a refusal to resort to standard models and a determination to preserve national sovereignty.

I.  CO-OPERATION AND MULTILATERAL SURVEILLANCE: NEW TRENDS AND METHODOLOGICAL OPTIONS
A/ A formal or informal approach to regional integration?

It is clear that Asia will never tread the same relatively formal institution-building path as did the Europeans fifty years ago, with binding treaties and fairly strong legislative, judiciary or executive authorities to implement them. 

This applies even to South-East Asia, even though its political fragmentation is to some extent comparable to that of Europe (with many medium- or small-sized States).  Transposing the EU model to Asia would not work in practice.

The construction of Europe can be traced back to a blueprint which, from the outset, was comprehensive and included long-term goals, a political aspiration and a relatively complete set of institutions.

Two decisive factors were involved: first, the tragedies caused by “nationalist” world wars in Europe (giving birth to a whole generation of “founding fathers” determined to do everything in their power to create unbreakable ties between countries) and, second, a trait of European culture, namely the propensity to rationalise and devise an overarching plan (illustrated by two great landmarks of European civilisation: the Renaissance, with its emphasis on perspective, and the 18th century Enlightenment).  The path taken by Europe was therefore specific to that continent. 
As time goes by, however, Europe is finding it harder to say where it is heading.  The construction of Europe has succeeded beyond expectation and continues still.  But Europe is finding it difficult to agree on a Constitution.  

I should also like to point out a nuance with regard to the concept of sovereignty.  It would be wrong to believe that the Europeans have abandoned their sovereignty and are fully agreed that the Union should come before Sovereignty.  Things are far more complex than that.  Attempts are always being made to reconcile the two, for as long as possible at least. 

There have been transfers of competence, even as far as a virtual renouncement of sovereignty in fields such as national currency or commercial policy.  But there is still a powerful attachment to the notion of national sovereignty, even among the founding States (including France), and it is a permanent brake on the process of integration.  It has taken two decades of negotiations and innumerable currency crises to create the euro.   So let it not be said that some forms of integration respect sovereignty and others do not.  It is more complex than that. 

B/ Multilateral economic surveillance based on rigid rules and automatic mechanisms, or more flexible approaches?
The notion of Peer Review covers a wide range of processes.  Mr. Bonucci, who heads the OECD Legal Directorate, is right to make a distinction between surveillance processes that are based on rules, and others based on more flexible assessments.

- The nature of a peer review depends primarily on the topics it covers.  Some reviews are designed to monitor the implementation of binding agreements and conventions (including those between private parties) and this shapes the whole process.  Each party will defend its interests by checking that the others are also complying with the constraints.

In theory, macroeconomic topics, which are characterised by more complex relations of cause and effect and in some cases subject to uncertainty, should give rise to more flexible forms of peer review. 

- But within a given category of topics, there may be different forms of review. 
Let us return to the example of macroeconomic surveillance.  Some surveillance processes are rules-based and subject to binding procedures, compounded by relationships of power.  One illustration of this is Maastricht (compensation for countries with strong currencies when monetary union occurred).  The IMF Reviews (“creditor reviews” in some cases) are another example. 
Conversely, in the OECD’s EDR Committee Reviews, the emphasis is on dialogue and the specific issues at stake (see Val Koromzay’s paper). 
EDR Reviews are well suited to issues that are difficult to place within pre-established rules: structural reform, but also processes of rapid change, phases of reform and even transition, for which there are no rules, not even a Guide Book. 
Going beyond the particularities and traditions inherent to each institution, the current trend is towards greater pragmatism. Negative experiences include the Washington Consensus (one size fits all), the IMF’s management of the Asian crisis and the initial version of the Stability Pact.     
C/ Globalisation and regionalisation

There is wide range of differing economic backgrounds across countries, differing relations between countries in a given region and differing cultures in the field of international relations.  Regional solutions have emerged (ASEAN, Mercosur, NEPAD).

There is, however, a link between the global context and initiatives at the regional level.   The global context may be conducive, and not only in the field of trade (e.g. the 1950s in Europe, and the 1990s in Latin America and Asia). 

In return, regional integration provides more strength to cope with globalisation.   A country that is willing to open up to its neighbours, opt for transparency towards them and rule out protectionism is going to be less vulnerable to the rest of the world.  Regionalisation can be called a school for globalisation in the strongest sense of the word “school” (i.e. a place where individuals learn to mix). 
II.  DIALOGUE AND PEER REVIEW: HOW TO MAKE THEM WORK 
Feasibility requirements:

· Political requirements: accept mutual transparency and accountability, warranted by externalities and interdependency
· Substantive requirements: share common principles, define a direction (not necessarily on every point)
· Procedural requirements: (what Val Koromzay calls the “institutional setting”, where the term “institutional” is weaker and less political) 
· Technical requirements (including available expertise, data compatibility).
The main principles of peer review according to the EDRC: no decision is binding, but then again no subject is taboo.  The trade-off, in opting for informality, is to talk freely, which is precisely the advantage of informality (freedom to evoke hard facts that might be more difficult to acknowledge in a formal setting where this might be used against you).

Even in flexible reviews, attempts are made to exert pressure (public opinion, publication of the Report as mentioned by the Ambassador).  But that pressure varies with the type of review.

III.  EXPERIENCE OF THE EDR COMMITTEE “IN AN ASIAN PERSPECTIVE”

Comparison EDR/Article IV and comparison EDR/European surveillance.  Time for dialogue, direct contact between the Secretariat and Member countries, and between the review country and other members of the Committee. 
Main advantages of peer review in light of the EDRC’s experience

· The tailor-made aspect 
· Coverage of the political economy dimension (the political economy issues debated in the Committee include pension reform, university fees, pharmaceutical prices, tax, and the labour market) 
Multilateral surveillance in the case of emerging countries.  Some examples of cross-cutting issues:

· Assessment of debt strategies
· Transition to new modes of regulation (including choice of sequences, speed of change) 

· The issue of the informal sector.
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