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1. Introduction

Regional financial cooperation in East Asia has registered significant advances since the 1997-98 Asian financial crisis. Notable financial cooperation projects are the Chiang Mai Initiative (CMI), which is a regional liquidity facility aimed at supporting currencies in crises while the Asian Bond Market Initiative (ABMI) aims at putting in place the necessary infrastructure to support the development of national bond markets now seen as important in diversifying countries’ financial systems. Both projects were launched under the auspices of the ASEAN+3 regional grouping. The 13-member ASEAN+3 grouping is taken to be the institutional embodiment of the East Asian region.
 A third initiative is the launch by the East Asian central bankers’ network, EMEAP,
 of two regional bond funds, which have the potential to help channel the region’s considerable savings for use within the region.
 These three initiatives are indicative of a greater desire within the East Asian region to embrace new capabilities in regional financial governance. They are viewed as key elements in an emerging regional financial architecture targeted at both crisis management (the CMI) and crisis prevention (bond market/funds), with the capacity to contribute significantly to regional financial stability (Henning, 2002: Kawai, 2004; Kuroda and Kawai, 2004). 

What remains under-developed, however, is a credible regional economic surveillance mechanism. Regional surveillance mechanisms, like surveillance processes in general, aid in the maintenance of financial stability by helping governments to internalise the spillover effects of national policy decisions and internal economic developments through the exchange of information (Crockett, 1987), by issuing early warnings of impending crisis points within national economies (Manzano, 2001: 94) and by using peer pressure on policymakers from vulnerable countries to ‘pursue corrective policies’ (De Brouwer and Wang, 2004a: 4). This is especially important in settings characterised by macroeconomic and financial interdependence. According to recent research, macroeconomic interdependence and market-led financial integration have been growing in the East Asian region, thereby underscoring the importance of regional surveillance.
 Economists also emphasise the importance of regional surveillance to the development of an effective regional liquidity facility like the CMI.
 Effective surveillance can help reduce the risks posed to contributors to the funding pool by countries that follow questionable economic/financial policies, thereby alleviating disincentives to CMI expansion.

For advocates of regional surveillance mechanisms, their main advantage lies in being better able to monitor their regional neighbours, especially important in the presence of significant contagion effects (Chang and Rajan, 2001), and more importantly, ‘to exert mutual informal pressures to comply with external mandates’, especially through social sanctions (Girardin, 2004: 55-56). Regional surveillance mechanisms are also believed to be necessary given the existence of regional differences in analytical perspectives and diagnoses of each region’s problems (Montiel, 2004: 13). East Asia’s growing macroeconomic and financial interdependence reinforces, therefore, the adoption of an East Asian regional surveillance mechanism. Nevertheless, the region is home to more than one regional surveillance mechanism, each representing a different configuration of region. The Manila Framework Group (MFG) established in November 1997 (but dissolved in November 2004) has been closely associated with the Asia Pacific Economic Cooperation forum (APEC),
 while the Association of Southeast Asian Nations (ASEAN)
 established the ASEAN Surveillance Process (ASP) in October 1998. The surveillance mechanism of the ASEAN+3 grouping is officially named the Economic Review and Policy Dialogue (ERPD) process, and was established in May 2000. Of these three, regional governments have devoted considerable attention to the ASEAN+3 surveillance mechanism, which is also said to be the more advanced in terms of its technical content and in its policy dialogue or peer review process (Rana, 2005).
 

Despite the advances made in ASEAN+3 regional surveillance, many scholars writing on East Asian regional financial cooperation are not optimistic that the ASEAN+3 governments will be able to develop a sufficiently robust regional surveillance mechanism (Park and Wang, 2005: 96). The problem area is said to be the peer review process, with governments lacking the ‘political will’ to engage in ‘frank discussions about domestic policy issues and problems’ (De Brouwer and Wang, 2004a: 7) and especially to discipline governments through peer review to adopt the necessary corrective policy measures once vulnerabilities have been identified and to adhere to sound macroeconomic and financial policies (Park and Wang, 2005: 96). To put differently, the primary stumbling block to effective regional surveillance is the absence of an enforcement mechanism.

While acknowledging the point that governments’ unwillingness to criticise their peers could undermine regional surveillance, this paper puts forward the argument that a ‘technical or knowledge gap’ also poses a barrier to regional surveillance. These knowledge gaps arise from the perceived ‘subjectivity’ of the economic or technical analysis that lies at the centre of surveillance processes. Drawing on insights from the IPE literature on money and finance, in particular, the notion of ‘ambiguous economics’ by Jonathan Kirschner (2003a & b), the paper suggests that within a rather broad grey area, it may be difficult to identify precisely the sources of economic vulnerabilities in countries participating in the surveillance exercise and the required corrective policies, particularly those that stem from microeconomic or sectoral policies. As I show in Section 3, this can prevent shared agreement among the participants in the surveillance process on what constitutes risky practices and the appropriate corrective policies to adopt. 

The presence of ‘ambiguous economics’ further challenges what scholars have identified as a key component of an effective surveillance mechanism – a [peer] review process that requires the recalcitrant party to be persuaded or disciplined to adopt the necessary corrective measures identified by the surveillance process. This problem of the ‘knowledge gap’, thus, also undermines the prospects for adopting more stringent enforcement mechanisms able to ensure corrective measures are taken on identification of risky or defective policies. Even though participants in the surveillance process may be unwilling to embrace more intrusive peer review processes, even a limited peer review process offers the possibility for some form of social sanction to be applied in the event a country is guilty of imprudent domestic policies that risk regional financial and economic stability due to contagion effects. For instance, ‘shaming’ effects may be likely to operate when participants meet frequently in other regional forums and engage in other cooperative activities.
 However, when the accuracy and objectivity of technical analyses and assessments is itself challenged, social sanctions through peer pressure have far less of a chance of asserting their effects. 

These insights raise questions about what an effective surveillance mechanism should encompass. If these dynamics centred on the ‘ambiguous economics’ problem are prevalent, then we need to rethink the benefits of regional surveillance, and perhaps lower expectations about what such exercises can achieve. Section 4 examines the East Asian case, especially but not exclusively the ASEAN+3 surveillance process, against these theoretical insights for initial answers to these questions. Before engaging in this exercise, the paper first outlines the common features that many economists have suggested are vital in ensuring an effective East Asian surveillance mechanism.

2. What Constitutes an Effective Regional Surveillance Mechanism?

From the extensive writings on regional surveillance mechanisms, three elements are deemed crucial to their effectiveness. The surveillance process must be able to identify weaknesses and vulnerabilities in national economies, set appropriate policy targets and recommendations, and ensure implementation of the suggested policy advice (Girardin, 2004: 54). The three specific activities following from these three goals that are central to effective surveillance are: (a) information collection; (b) analysis and assessment with a view to identifying vulnerabilities and recommending corrective policies; and (c) policy dialogue and peer review to ensure corrective measures are indeed adopted. 

The technical components: information collection, analysis and assessment 

Accurate information on a range of economic and financial indicators is a crucial first task, with common data templates important for inter-country comparisons, facilitating the construction of regional models for assessing vulnerabilities, including early warning systems, and formulating the appropriate policy response. Information on broader sectoral, corporate, political and social indicators as well as on major institutional and legal changes is often recommended for deeper understanding of the overall resilience of individual countries (Girardin, 2004: 84-86). A key aspect of information sharing is, of course, transparency – the willingness of national authorities to provide the data and information needed for surveillance. Surveillance can, in fact, fail because countries are unwilling to disclose adequate, timely and so-called sensitive information to the surveillance process (Manzano, 2001: 97). Information sharing is, thus, deemed to be the first task when establishing a regional surveillance mechanism. 

Economic surveillance cannot, however, be limited to the mere observation of economic indicators – it requires assessment of the economic, financial and sectoral policies of member countries (Wang and Woo, 2004: 431). While the peer review process is often held out to be crucial to effective surveillance, technical discussions and the quality of information collected has also been emphasised (Manzano, 2001: 97; Kuroda and Kawai, 2004: 157). In fact, this is a crucial task, as faulty analyses have in the past undermined the quality of the response to financial crisis (Goldstein and Calvo, 1996: 258). Numerous tools are available to support this process, including financial market stress indicators, macro-prudential indicators, and early warning models. Some economists suggest quantitative models, for instance, the early warning systems, as useful tools for assessing and predicting crises, although these models are not without their limitations (Manzano, 2001: 98-99; Wang and Woo, 2004: 434). In the end, most are agreed that having a range of indicators and analytical tools is useful to provide more comprehensive analyses of the economic and financial health of participating countries.

The political component: peer review

The third component of any effective [regional] surveillance mechanism is the review process. For many observers, this is where the political obstacles to surveillance lie. Although accurate information and timely warnings provided by a variety of analytical tools may be available, ‘surveillance can still fail because political considerations prevent the appropriate policy response from being exercised’ (Manzano, 2001: 98). This was, in fact, found to have been the experience of the IMF in its bilateral surveillance of member countries (Crow at al, 1999). Even in Asia, IMF advice to Thailand to review its exchange rate peg before the July 1997 collapse of the Thai baht failed to elicit a corrective policy response. In regional surveillance, peer review is an important mechanism through which governments of neighbouring countries are to be persuaded to alter risky policies and practices. Even though the technical components of surveillance may be of superior quality, surveillance is only as effective as its peer review process by which participating members are able to convince ‘offending’ governments of problem areas within their economies and persuade them to adopt corrective measures.

The peer review component of regional surveillance can range from the most simple – joint discussion of surveillance reports – to stronger mechanisms that employ carrots and sticks to influence behaviour. While simple information exchange is the weakest form of surveillance, discussion of surveillance reports in a joint forum provides greater opportunities for peer pressure to be exerted to persuade countries to adopt corrective measures or to dissuade them from a path that is perceived to be harmful to the region (Montiel, 2004: 7). Nonetheless, such processes are still considered by some to be a form of information coordination, albeit with the information flowing in two directions – countries provide information on their circumstances and future policies and receive feedback from other countries. Similar to the G-8 policy discussions, this type of coordination is said to be directly relevant to addressing the problem of regional contagion. A stronger mechanism is one that adopts carrots and sticks as a means through which participating countries collectively influence the behaviour of individual countries in the group (Montiel, 2004: 8). Such processes are said to be important in supporting reserve pooling activities since they allow the monitoring of borrowers as well as their disciplining by denying them the benefits of the reserve pool. 

In fact, delegated or third party monitoring is advocated for surveillance associated with regional liquidity mechanisms, replacing the role of peer pressure through information exchange and policy dialogue in regional forums (Girardin, 2004: 87). Economists have proposed that the third party agent not only prepare the surveillance report (including early warnings), but also identify emerging issues and vulnerabilities affecting the region and offer policy advice on corrective measures (Kuroda and Kawai, 2004: 157). Some scholars even advocate making public these policy recommendations to reinforce through financial market monitoring and market discipline the pressure exerted by the third party surveillance agent (Girardin, 2004: 87; Wang and Woo, 2004: 437). In addition, a credible punishment mechanism has also been suggested as an integral part of regional surveillance (Wang and Woo, 2004: 438). In short, effective regional surveillance cannot be structured in ways that allow its participating members to ‘shop around and take decisions unilaterally without being subject to external pressure’ (Girardin, 2004: 58). 

It is not surprising then that scholars point to the preoccupation of the ASEAN countries especially with the principle of non-interference in members’ internal affairs as the most likely barrier to the development of effective regional surveillance (Girardin, 2004: 74; Kuroda and Kawai, 2004; Amyx, 2004: 7-8). Collecting quality information and developing robust technical assessments of countries’ economies and identifying their vulnerabilities are generally regarded as ‘technical’ problems, not necessarily less important to the development of effective surveillance but considered to be more tractable than the political constraints that undermine the peer review process, and consequently, the effectiveness of regional surveillance. The paper suggests that this is a limited view of the constraints to regional surveillance. It misses the political economy of what may be termed ‘knowledge or technical gaps’ that could well pose an additional or possibly even the primary barrier to regional surveillance.

3. The View from IPE: Ambiguous Economics

The notion of ambiguous economics highlighted by Jonathan Kirshner (2003a: 651-57) offers us analytical leverage in identifying additional barriers to developing effective surveillance. Kirshner argues that there is a range of economic policy choices that a country can plausibly follow that should be sustainable when judged on the basis of economic theory. He cites a number of examples in support of this view. He points to the limited theoretical evidence that the pursuit of low inflation or the complete deregulation of capital flows are the most efficient practices. Moreover, empirical evidence that inflation undermines growth comes from episodes involving very high levels of inflation, while the costs of moderate inflation are apparently very difficult to establish. By drawing on a number of economic studies on inflation, he suggests that it is extremely difficult to uncover any real economic costs of inflation below 20 per cent, and certainly below 10 per cent. 

Likewise, there are sound deductive reasons to accept that some form of capital controls might actually constitute efficient economic practice, a point that a number of economists including Jagdish Bhagwati (1998) have acknowledged. Another practice commonly regarded as sound policy – central bank independence – similarly leads to ambiguous economic outcomes. While central bank independence is associated with lower inflation rates, economists have apparently found little evidence that it is associated with enhanced economic performance. Moreover, financial crises can occur even when governments pursue ‘sound’ economic policies, due to the peculiar dynamics of present-day financial markets centred on hyper-mobility and herding behaviour (Blyth, 2003). 

Kirshner’s discussion on ambiguous economics highlights three key points. First, economic theory is sometimes indeterminate with respect to the choice of policy as well as the target of certain economic indicators, inflation for instance. This does not suggest that authorities can do pretty much what they like – there are policy choices and policy outcomes that are inherently unsustainable economically as well as politically, and thus are not viable options. However, the notion of ambiguous economics suggests that there is likely to be a range of policy options and policy targets that should be sustainable, at least from the perspective of economic theory. A second point to note is that some policy choices are adopted simply because sufficient people believe them to be efficient, while other choices are rejected because of the common, though erroneous belief that they are unsustainable. The trend towards central bank independence and the embrace of complete capital mobility have been cited as examples. Third, markets often result in policy conformity across states through the beliefs that powerful market actors hold, which may not necessarily be suited to the diverse economic conditions of many countries. 

These three points drawn from Kirshner’s discussion of ambiguous economics are important to understanding the political dynamics of regional surveillance. Given that a central task that economists have suggested for an effective surveillance mechanism is the identification of unviable policy choices and economic vulnerabilities as well as the formulation of corrective policy recommendations, the indeterminacy associated with economic theory suggests that such an exercise may run into problems. As already noted, countries may be able to operate within a fairly wide though not unbounded range of policy options. Interpretations of the correct economic policy may well differ amongst the different members of the surveillance process, including those undertaking the economic assessments. 

In short, the technical assessments and recommendations of surveillance reports, even if prepared by an ‘objective’ third party agent, can become the subject of analytical or interpretative conflicts owing to their perceived and perhaps actual subjectivity. While such conflicts may well reflect or mask underlying political struggles, this paper suggests that interpretative conflicts could arise even in the absence of vested interests because of genuine uncertainty with respect to the technical assessments produced by the surveillance mechanism. There is, of course, the possibility that national authorities can hide under the cover of technical/analytical uncertainties and subjectivity. To the extent that peer review does exert some form of ‘shaming’ effect or social sanction on the offending party, the charge that the economic assessments are ‘subjective’ undermines the operation of these sanctions. 
Even the adoption of technical tools such as leading indicators and early warning systems as aids to the objective assessments of vulnerabilities does not mitigate the problem of economic ambiguity that this paper suggests can plague surveillance, regional or otherwise. In fact, adoption of such tools could themselves undermine the surveillance process. There is much discussion in the economics literature of the limitations of tools such as early warnings systems as indicators of vulnerabilities. For instance, the development and use of leading indicators presumes that an economy exhibits consistent and regular patterns of behaviour prior to a crisis. Because crises are not all similar, the same leading indicator is often not a good signal for each type of crisis (Wang and Woo, 2004: 433). Moreover, it is still not certain that indicators of crises are the same for all countries, while the endogeneity effect could well result in early warning systems being criticised for raising false alarms (Berg and Patillo, 1998). Moreover, early warning models based on different economic theories are not expected to be able to predict crises that arise from new phenomenon. This was the experience of the Asian crisis, when the problem arose from the capital account rather than current account imbalances that had traditionally precipitated crises, especially the Latin American  debt crisis (Manzano, 2001: 99). 

While some economists believe that accurate forecasting of the timing of a crisis remains an ‘elusive goal’ (Woo et al, 2000), others have shown how a suitably constructed early warning model revealed the impending crisis in five countries struck by the 1997 Asian crisis (Zhuang and Dowling, 2002). The IMF, however, does not rely on early warning indicators due to the high number of errors associated with them, which the IMF Board believes could undermine the Fund’s own credibility if extensively employed in its surveillance (Crow et al, 1999: 43). Neither are Fund economists convinced of the reliability of early warning systems, preferring not to use them to support policy work (ibid: 40). The point to note is the ambiguity introduced by the technical component of the surveillance mechanism, which opens up space for contestations over economic assessments and the policy advice suggested, whether as a cover for underlying domestic political interests or because of genuine uncertainty. 

More interesting have been the internal debates within the IMF over the variability and content of its policy assessments and advice, revealed in the external evaluation report of IMF surveillance conducted in 1999. It is here that the degree and implications of the ‘ambiguous economics’ problem is clearly seen. The report’s authors noted from the Fund’s internal debate over its policy advice to Japan that ‘there is still ample room for disagreement over the potency of fiscal policy and the desirable mix of policies, even among economists who share the same broad approaches and institutional objectives’ (Crow et al, 1999: 38). In the case of exchange rate policy, there was much internal debate within the IMF over this question, reflecting the broader divisions within the academic economic community on what constitutes an appropriate exchange rate regime, and what that rate should be in the event a fixed rate regime is chosen.
 These differences in policy assessments and advice clearly reflect the effects of ambiguous economics. Nevertheless, country officials at the receiving end of IMF policy advice who were interviewed by the team of external evaluators saw such internal debates and disagreements as indicative of inconsistency on the part of the IMF, and were accordingly critical of the Fund and the reliability of its advice (ibid). Even market analysts differ in their identification of vulnerabilities, the sources of these problems and what corrective policy mix to employ, seen most recently in September 2005 in the different views put forward by market analysts on the Indonesian Rupiah problem. 

If ambiguous economics calls into question the precision and technical authority of surveillance reports, then the notion of what constitutes an effective peer review or monitoring mechanism itself becomes similarly challenged. Calls to use carrots and sticks to collectively influence the behaviour of the offending party, to punish countries not adopting suggested corrective measures, or even to make public such policy advice in an effort to allow market pressure to enforce change become highly problematic when applied to the ‘grey zone’ in which a broader, though not unbounded, range of policy options is possible. It is only in the ‘red zone’, the area of stark signals of vulnerabilities and impending crises that unambiguous policy advice is possible. However, by this time, vulnerabilities may have already accumulated to such an extent that policy corrections may be inadequate. These insights offer us new ways of looking at the problems and prospects of regional surveillance in East Asia.

What does all this mean for East Asia?

To sum up, the conventional view is that the prospects for regional surveillance in East Asia are weak, likely to be undermined by the political dynamics of its peer review process. Participating countries will be unwilling to criticise their neighbours in observance of East Asians’ preference for non-interference in the internal affairs of member countries, thereby preventing the surveillance mechanism from working to institute corrective policies. This view rests on the assumption that the intrusion of domestic political interests is most likely to take place in this particular component of regional surveillance as governments reject calls to undertake corrective measures in response to vulnerabilities and potential crisis points in their respective economies. Although these views do not reject the possibility that the technical components of regional surveillance – information collection and analysis/assessment – can pose barriers to effective regional surveillance, the implicit assumption is that these problems are more tractable. Where the release of sensitive information was once a major impediment to regional surveillance in East Asia, it has become less of an issue as countries increasingly comply with international data dissemination standards and as confidentiality becomes more assured within regional surveillance mechanisms.

The preceding theoretical discussion suggests, however, that the technical component, principally the analytical/assessment dimension of regional surveillance, can itself become a major barrier to effective surveillance. In some instances, the contestation over interpretations of vulnerabilities and corrective policies can serve to reinforce the domestic political impediments to effective surveillance by offering participating countries legitimate excuses based on subjectivity of the analyses not to accept policy advice directed at them. But, analytical or interpretative differences can undermine the operation of regional surveillance even if there is genuine desire to engage in regional surveillance processes. In the next section, I examine the East Asian experience with regional surveillance mechanisms against these theoretical insights. 

4. Regional Surveillance in East Asia 

As already noted, three surveillance mechanisms have operated in the region since late 1997. The Manila Framework Group (MFG)
 was initiated in November 1997 while the ASEAN Surveillance Process (ASP) was adopted a year later in October 1998. The MFG has since been dissolved, in November 2004, after seven years of meetings and activities (Kawai and Motonishi, 2005: 256, fn 16). According to one senior official from the ADB, MFG members had come to the conclusion that the MFG had become redundant given the presence of the ASEAN + 3 finance ministers network, which was engaged in a number of concrete projects in regional financial cooperation, including regional surveillance.
 While a potentially important activity, ASEAN surveillance suffers from a number of drawbacks. First, there are only a limited number of senior economists (currently three) working on surveillance matters at the ASEAN Secretariat, which supports the surveillance process through the ASEAN Surveillance Coordinating Unit. Second, the agenda of each ASEAN finance ministers meeting is fairly wide, which limits the amount of time that can be devoted to the policy dialogue and peer review component of ASEAN surveillance, which itself has been superseded by ASEAN+3 surveillance.
 

ASEAN+3 surveillance, officially termed ‘Economic Review and Policy Dialogue’ (ERPD) has become the pre-eminent regional surveillance mechanism in the region, having advanced the most in terms of its technical components – information collection and analysis/assessment – as well as its peer review process. Officials acknowledge that peer review now involves ‘very frank exchanges and discussions’.
 This is not surprising, as the ERPD is closely associated with the Chiang Mai Initiative (CMI) although it is not formally linked to it. The CMI, the regional liquidity fund has provided the overriding incentive for ASEAN+3 countries to pursue the goal of an effective regional surveillance mechanism in this network.

The Chiang Mai Initiative (CMI): incentive to upgrade regional surveillance

For the East Asian governments, the economic, political and social upheavals of the 1997-98 Asian financial crisis revealed to regional policymakers the importance of having some form of regional capability in providing timely and adequate financing to support currencies in crises (Wang, 2002). The highly politicised response of the international community to the Asian crisis, its hesitant approach to reforming the international financial architecture and indeed, the different interpretations of the hedge fund problem between the industrial and East Asian countries, as well as recognition that another crisis cum contagion would need resources beyond the IMF’s limited pool encouraged East Asian governments to consider regional mechanisms for crisis management (Grenville, 2001; Dobson, 2001: 995). A survey of regional governments conducted in late 2001 confirmed that East Asian governments were very determined to develop a self-help capability in the management and prevention of financial instability arising from volatile international capital flows (PECC, 2002). These governments also explicitly acknowledged the ASEAN+3 network as the most effective site from which to launch initiatives to cope with future crises.
 

The CMI is effectively a network of bilateral currency swaps, and has registered significant advances since its adoption in May 2000.
 Its present funding pool of US$54.5 billion (as at September 2005, see Table 1) is a marked increase over the US$37.5 billion available at the end of 2003, while there are further plans to expand the CMI to about US$80 billion. Although critics bemoan the CMI’s limited funding pool and its essentially bilateral nature, which limits its effectiveness as an emergency liquidity facility, its significance in the emerging regional financial architecture should not be discounted, especially in the light of strong interest among most of the ASEAN+3 members
 to expand the CMI and make it a more effective emergency liquidity facility. Towards this end, the ASEAN+3 members announced a set of measures in May 2005 following an intensive two-year review of the facility (Nesadurai, 2005). 

TABLE 1

The Chiang Mai Initiative (as at September 2005)

	BSAs
	Swap Size (US$ billion)
	Total Funds Available


	Conclusion Date

	Japan-Korea
	2.0 (1-way swap)a
	US$ 2.0 billion
	4 July 2001 (expired)

Extended 4 July 2004

	Japan-Thailand
	3.0 (2-way swap)
	US$ 6.0 billion
	30 July 2001

	Japan-Philippines
	3.0 (1-way swap)
	US$ 3.0 billion
	27 August 2001 (expired)

Extended 27 August 2004

	Japan-Malaysia
	1.0 (1-way swap)b
	US$ 1.0 billion
	5 October 2001

	China-Thailand
	2.0 (1-way swap)
	US$ 2.0 billion
	6 December 2001

	Japan-China
	3.0 (2-way swap)
	US$ 6.0 billion
	28 March 2002

	Korea-Thailand
	1.0 (2-way swap)
	US$ 2.0 billion
	11 June 2002

	China-Korea
	4.0 (2-way swap)
	US$ 8.0 billion
	24 June 2002

Expanded 27 May 2005

	Korea-Malaysia
	1.0 (2-way swap)
	US$ 2.0 billion
	26July 2002

	Korea-Philippines
	1.0 (2-way swap)
	US$ 2.0 billion
	9 August 2002

	China-Malaysia
	1.5 (1-way swap)
	US$ 1.5 billion
	9 October 2002

	Japan-Indonesia
	6.0 (1-way swap)
	US$ 6.0 billion
	17 February 2003

Doubled 31 August 2005

	China-Philippines
	1.0 (1-way swap)
	US$ 1.0 billion
	29 August 2003

	Japan-Singapore
	1.0 (1-way swap)
	US$ 1.0 billion
	10 November 2003

	Korea-Indonesia
	1.0 (2-way swap)
	US$ 2.0 billion
	24 December 2003

	China-Indonesia
	1.0 (1-way swap)
	US$ 1.0 billion
	30 December 2003

	Japan-Korea
	3.0 (2-way swap)
	US$ 6.0 billion
	27 May 2005

	TOTAL BSA
	
	US$ 52.5 billion
	As at September 2005

	ASEAN Swap Arrangement (ASA)
	Among ASEAN-10
	US$   2.0 billion
	April 2005

(original sum: US$1 billion)

	TOTAL FUNDS 
	
	US$ 54.5 billion 
	As at September 2005


Notes:

BSAs are bilateral swap arrangements concluded between the ASEAN+3 countries

a This amount excludes US$5.0 billion committed by Japan under the New Miyazawa Initiative

b This amount excludes US$2.5 billion committed by Japan under the New Miyazawa Initiative

Sources: 

Table reproduced from Nesadurai (2005, Appendix Table 2), which is constructed from the following primary sources

· Ministry of Finance, Japan www.mof.go.jp/english/if/ChiangMaiInitiative_0508.pdf, accessed 3 October 2005

· AFP, ‘Japan doubles currency swap with Indonesia as Rupiah plunges’, 31 August 2005

· Rana (2005)

· Korea Net News, ‘Korea, Japan, China sign currency swaps’, 28 May 2005. www.korea.net/news/news/newsprint.asp?serial_no=2000527015, accessed 3 October 2005

· Kawai (2004: 22) 

· ASEAN Secretariat, ‘Progress Report on the Chiang Mai Initiative: Current Status of the Bilateral Swap Arrangement Network, as of 10 November 2004.

Importantly, it also underscores the commitment of the ASEAN+3 members to enhancing the regional surveillance mechanism, which is said to be crucial to ensure CMI expansion, its planned adoption of collective or synchronised activation of bilateral swaps and to further reduce the IMF link. According to ADB officials, all these proposed enhancements to the CMI are, to a large extent, dependent on advances made in enhancing regional surveillance.
 In fact, there have been a number of advances that have been made to date on the ASEAN+3 surveillance mechanism, covering the three key functions of information collection, analysis and assessment, and peer review. The next section reviews briefly these developments.

Advances in ASEAN+3 regional surveillance

Information exchange, the first vital task of any surveillance process, used to be voluntary. It still is, to some degree, in that member states can choose not to participate in the ASEAN+3 surveillance or the ERPD, or if already participating, will not be prevented from leaving the process. Despite this flexibility, all ASEAN+3 members have chosen to participate in the surveillance process.
 There is ongoing discussion among the ASEAN+3 finance ministers on making regional surveillance mandatory for those participating in the CMI, although no decision has been made as yet. 

As for the quality of the information obtained, the new members of ASEAN – Cambodia, Laos, Myanmar and Vietnam – continue to face problems in developing adequate data sets, especially reliable time-series information. Notwithstanding these constraints, all other members provide information based on a common data template, which facilitates comparison and further analysis.
 Moreover, there is now systematic data slowly emerging on short-term bilateral capital flows. This was absent when the CMI was first initiated in 2000. Even the IMF only started capturing systematic data on portfolio investment flows since 2001 (Rana, 2005: 9). Collecting information on bilateral capital flows within the ASEAN+3 members, therefore, became an extremely necessary first task. Short-term capital flows can be highly destabilising, and monitoring such flows is vital in indicating and anticipating problems. In fact, the first meeting of the ASEAN+3 deputy finance ministers in 1999 had already agreed to adopt close monitoring of short-term capital flows.
 In addition, ASEAN+3 members are also able to draw on the information from the experts group studying and monitoring short-term capital flows that was set up in 2000 under the auspices of the Southeast Asian Central Banks Forum (SEACEN). 

Initially, a few governments were reportedly concerned that open disclosure of information on capital flows might destabilise exchange rates.
 Of particular concern was the potential impact on financial markets if such information were publicly disclosed, fears that are not unfounded given the volatile nature of global financial markets.
 Officials interviewed for this study point out that reports about confidentiality concerns during the early years of regional surveillance had been exaggerated. During this time, only basic macroeconomic data and standard macroeconomic models were employed in the review process. Data and analyses of this sort were already available publicly, especially in the aftermath of the financial crisis when enhanced disclosure of economic and financial information was adopted.
 The confidentiality issue, however, becomes more salient as increasingly complex economic and financial models are used in the assessments of countries’ financial and economic health, especially models that provide early warnings of economic and financial vulnerabilities, analyses that would not ordinarily be available in the public domain. Such information could give rise to self-fulfilling prophecies, and consequently, result in destabilising capital flows and speculative activity.
 Concerns with confidentiality cannot, therefore, be dismissed lightly as indicative of ‘lack of political will’.
 Even the IMF has warned about maintaining tight secrecy of analyses conducted using complex tools such as early warning indicators (Crow et al, 1999: 40).

The ADB has already developed an early warning system (EWS) prototype for use in preparing its surveillance report for ASEAN+3 that supplements the individual country reports prepared by each country. Senior ASEAN+3 officials now use the EWS-based report in their joint review of countries’ economic health, although the report is yet to be debated at the deputies meetings where actual peer review takes place. That is planned for next year.
 ADB officials have also installed the software for the prototype in the different member countries, allowing country officials to use the model in their own country analysis and reports. The prototype is said to be able to predict the probability of banking and financial sector crises within a 12-24 month period.
 The EWS models are strictly confidential as their disclosure could result in self-fulfilling prophecies and therefore, destabilise financial markets.
 For many economists writing on the subject of East Asian regional surveillance, such models add to the arsenal of analytical tools to support regional surveillance, and could help to make it more effective, a point already noted in Section 2 of this paper.

The review process itself has also been somewhat enhanced. Where previously finance ministry and central bank deputies only met for a couple of hours to undertake the entire review process, they currently meet for a full day and a half of meetings twice a year (Rana, 2005: 4). The first day is taken up with reviewing the technical surveillance reports prepared by national authorities and the ADB, following which half a day is spent on the confidential peer review amongst the deputies. Even ADB officials are excluded from this process. Earlier studies of ASEAN+3 surveillance had criticised the peer review process for following a standard question and answer format rather than critical exchanges (Amyx, 2004: 7). Officials interviewed recently in September and October 2005 have indicated that these reviews have improved over time, and reportedly do involve free and frank exchanges, with a greater willingness to criticise each other.
 There are proposals to extend the actual peer review process to a full day.
 Currently, the peer review takes place twice a year during the meeting of ASEAN+3 finance and central bank deputies, and these meetings are solely dedicated to surveillance issues. This is in contrast to the ASEAN Surveillance Process where the annual ASEAN finance ministers meeting doubles up as the peer review process. This undermines peer review since surveillance matters only occupy one item on the extensive agenda of the finance ministers meetings.
 As for independent third-party reviews, this issue remains at the discussion stage, stymied by concerns with confidentiality of the assessments prepared. Despite strong advocates for third party assessment and monitoring, including by Malaysia and Thailand, other parties are more cautious and discussion continues on this subject.

Does the problem of ambiguous economics exist?

Clearly, significant advances have been registered in ASEAN+3 surveillance over the past five years, and especially when compared to the ASEAN Surveillance Process. Yet, a closer examination of the empirical evidence suggests that the problem of ambiguous economics outlined earlier in the paper confronts both these surveillance mechanisms.
 

There have reportedly been cases when country officials have challenged and altered interpretations of country performances and policies in surveillance reports. This is less evident in ASEAN+3 surveillance since national authorities prepare their country’s surveillance report based on the common template designed by the ADB, which also provides its own technical surveillance report. However, in the ASEAN case, the ASEAN Secretariat, rather than national authorities, prepares the surveillance report, which is then circulated to all governments for their comments. During this vetting process, there have been instances when country officials have altered interpretations of countries’ policies and performance found in the report, although no attempt was made to alter the underlying data or information, or results from models. One example of a point of interpretative contention was over the assessment in the ASEAN report of a certain country’s investment in big infrastructure projects as ‘excessive’.
 In ASEAN+3 surveillance, discussion of the technical reports takes a full day, while the peer review process only lasts half a day, with the technical discussions often focusing on the reliability of the report’s assessments of vulnerabilities and its policy advice.
 The issue of subjective assessments or interpretations has constantly emerged in ASEAN+3 and ASEAN surveillance meetings. 

Ministers and deputy ministers at both the ASEAN and ASEAN+3 levels have expressed concerns at the ‘subjectivity’ of the assessments contained in the various surveillance reports, which relied on reviews of time-series and other data by the economists undertaking the surveillance. Thus, they have called for more ‘objective’ assessments involving scenario planning and simulation models to pin-point more precisely how vulnerabilities will unfold and what their impact will be on countries and the region.
 The ADB, in fact, began working on a prototype early warning system for the region following instructions from the ASEAN+3 members. Given the problems associated with such models, already described in the paper, it is doubtful whether these new tools will provide members with the certainty they crave in conducting regional surveillance. In fact, a retired Indonesian finance minister who holds a PhD in economics and is an academic economist confirmed that he would not rely on such models in the review process. Instead, he affirmed the importance of national experts or an in-house capacity within the respective countries to identify policy options in problem areas rather than external experts. The conclusions of regional surveillance reports, in his view, were too stark and the policy advice not sufficiently nuanced for the country concerned.
 

The same individual also acknowledged the presence of a ‘grey zone’ within which it is difficult to judge whether policies are sound or defective.
 Other officials also endorse the point that vulnerabilities are difficult to accurately pin down.
 The Governor of the Bank of Thailand has acknowledged that third party experts preparing the surveillance report are likely to hold ‘alternative points of view in approaching an issue’ (Devakula, 2005). Under such conditions, officials believe it is important for participants in the process not to adopt a judgemental stance. This was, in fact, a major weakness of the MFG in its initial years of conducting surveillance. Many of the East Asian participants at the MFG were uncomfortable with the review sessions, which they criticised for being one-way discussions where their policies and practices were subject to scrutiny and criticism by the US and the IMF (Wang, 2002: 12).
 Instead of rigid sessions resembling court-proceedings, open-ended forms of exchange are said to be more important. In such settings, the ‘offending’ country has as much chance of convincing others that its policy is not wrong while registering the concerns expressed by others.
 This is not a surprising sentiment if the problem of ‘ambiguous economics’ is pervasive. Virtually all officials interviewed, from both the country level and at the ADB and ASEAN Secretariat, rejected suggestions that the policy recommendations produced in the surveillance report should be made public to ensure market discipline as an added source of pressure on offending countries to alter their policies and practices. 
It is important to note, however, that a third party role in regional surveillance has not been rejected by all ASEAN+3 parties. Among the ASEAN countries, Malaysia and Thailand are the strongest advocates for a third party role in surveillance. In fact, Malaysia, together with Japan co-chaired an ASEAN+3 Study Group set up to examine how to enhance regional surveillance so that the CMI’s link to the IMF could be removed (Wang, 2002: 15). At its first meeting in May 2001, the Study Group tabled a joint paper titled ‘Possible modalities to enhance the effectiveness of economic reviews and policy dialogues among the ASEAN+3 countries’ was presented. The paper recommended an action agenda in two phases: the first phase called for the establishment of an informal ASEAN+3 Finance and Central Bank Deputies Meeting to focus on economic reviews and policy dialogue, a suggestion that was adopted by the ASEAN+3 finance ministers as the basis of ASEAN+3 surveillance, which remains to date. For the second phase, the suggestion was to institute a permanent economic review and policy dialogue process, including an independent third-party to undertake objective or independent assessments of countries’ economic and financial health. 

Malaysia had suggested three options for a third party surveillance mechanism: a Group of Eminent Persons, a dedicated ASEAN+3 surveillance secretariat, or to out-source surveillance functions to a regional financial organisation such as the ADB Institute (Cheong, 2002: 12). In all three options, the role envisaged for third party experts was to provide reliable technical analyses of regional and country developments. The Thai authorities similarly advocate an independent experts group to develop ‘rigorous technical analysis… for the region’ as a whole rather than for individual countries that would ‘go further than a combined country review and warning via key indicators from past data (Sangsubhan and Nitithanprapas, 2002: 11). In short, the third party role is primarily aimed at providing superior assessments of vulnerabilities and policy advice rather than to take on a monitoring or enforcement role. Neither the Malaysian not the Thai proposals advocate these third party policy advice to be binding on members. However, concerns about third party reviews by the ASEAN+3 members ‘derailed constructive discussions of an appropriate surveillance mechanism’ (Cheong, 2002: 12). The main obstacle was the concern by members over independent, or external, assessments of country policies (Cheong, 2002: 12). 

‘Pragmatic’ knowledge

Members worry about external or independent assessments because they are concerned by what they perceive to be the ‘subjectivity’ of economic analyses, dependent on the personal views, experiences and theoretical or ideological bent of the assessor – hence their search for ever complex technical tools to provide more reliable or ‘objective’ assessments and policy advice. Yet, these models are themselves limited, as the literature on early warning models indicates and as a former finance minister has acknowledged. Nevertheless, the use of a wide array of tools can be helpful in making judgements about country and regional risks. 

Displaying seemingly paradoxical behaviour, ministers seeking more ‘objective’ tools to increase the precision by which vulnerabilities are identified and to reduce the intrusion of personal or ideological perceptions into analysis also seek surveillance assessments and recommendations that take prevailing country situations into account. This is not such a paradox if we see the two as separate issues. On the one hand, there is clearly the desire by policymakers for more precise information on vulnerable points in an economy that could precipitate a crisis. On the other hand, policymakers also desire the problem to be placed within the prevailing social, political and institutional context of the country, especially when it comes to identifying corrective policy measures. To put differently, they are seeking ‘pragmatic knowledge’. External experts are not seen to be knowledgeable in the practical requirements and consequences of governing complex social systems that are national economies, what I term ‘pragmatic knowledge’. As one official from the ASEAN Secretariat put it bluntly, ‘the external experts need to be sufficiently knowledgeable of national economies in order to be able to command the attention of national officials and ministers, many of whom already have an array of good economists and experts working in their central banks and finance ministries’.
 Government officials and policymakers, it is presumed, do not consider economic or financial issues in isolation but as part of a complex socio-political system. 

In such contexts, first-best economic policy advice from independent experts may not be the most suitable if such advice does not pay sufficient attention to given prevailing political and institutional frameworks within the country concerned. In fact, this was a major criticism of IMF surveillance, namely the ‘one-size-fits-all’ approach and the lack of attention paid to countries’ political environments when dishing out policy advice (Crow et al, 1999: 35-43). This is why a former Indonesian finance minister emphasised the importance of national, or what he termed ‘in-house’, capacity to undertake assessments and provide ‘the real options’ for governments rather than rely on external reviews conducted by independent experts, useful no doubt the latter might be as a cross-check on national and especially regional developments. National experts are expected to have the requisite knowledge of the ‘home’ country and to take these into account when providing policy advice. Kirshner’s notion of ambiguous economics allows us to place these observations into perspective. 

In fact, the main value of ASEAN+3 surveillance to some of its users is the exchange of country perspectives and the experiences of other countries in dealing with common problem areas or with new areas yet to be experienced by others in the group, such as experiences with capital mobility or new forms of banking and financial regulations.
 Some members of ASEAN+3 believe that third party experts could, in fact, provide such knowledge. In endorsing the adoption of third party experts, the Thai central bank governor emphasised that experts may have 

‘an alternative point of view in approaching a programme or an issue based on his own country’s experiences or situations … this is an important process as no crisis is the same and we will be constantly challenged by new events and risks…the views and perspectives of the expert could provide input for the authorities to consider adapting them to the formulation to suit their local conditions’ (Devakula, 2005: 3). 

Again, what is stressed is learning from others’ experiences and practical responses. Devakula and other advocates of third party assessments believe that third party experts could provide the breadth of regional experience and practices through having a ‘birds-eye-view’ of regional developments in total, and how individual country assessments fit into that regional overview. However, other members in ASEAN+3 do not share these views on third party experts, while also concerned about the confidentiality of reports written by independent experts The point to note in the context of this paper, however, is the attention accorded to pragmatic knowledge rather than abstract, textbook advice that could reflect particular theoretical preference of the expert concerned. 

5. Conclusion: Implications for Regional Surveillance

This paper has offered a rather different reading of the difficulties posed to developing regional surveillance mechanisms in East Asia by opening up the black box of surveillance mechanisms. Most accounts of this topic focus on the peer review process as the site where political barriers to the development of effective surveillance will emerge, due primarily to East Asian’s preference for non-intrusive institutions in a bid to maintain domestic policy autonomy. While not dismissing these concerns within ASEAN and in the wider ASEAN+3 forum, non-intervention has not precluded the adoption of stronger institutional forms, seen especially in the area of ASEAN economic cooperation if members believe regional institutionalisation is the only way to address a collective problem.
  Moreover, the strong interest accorded to the CMI by most of the richer members of ASEAN+3 (with the exception of Brunei and Singapore) suggests the presence of sufficiently strong incentives to design an effective regional surveillance mechanism. The plethora of research, seminars and high-level meetings on this subject attest to this (Nesadurai, 2005). Moreover, governments are not all that averse to changing their policies once defective policies have been identified. Officials interviewed have reported recent cases when governments have altered policies regarded as vulnerable.
 Whether this was due to the surveillance process, internal advice, or a reflexive move due to perceived or expected market pressure is difficult to disentangle.

While not rejecting the possibility that domestic political interests will intrude into the peer review process, this paper has put forward the argument that a ‘technical or knowledge gap’ also poses a barrier to regional surveillance, perhaps even the primary stumbling block. These knowledge gaps arise from the perceived ‘subjectivity’ of the economic or technical analysis that lies at the centre of surveillance processes. Members have challenged surveillance reports as ‘subjective’ when national practices have been interpreted by the surveillance expert as problematic without reference to some objective benchmark of what is the ‘right’ policy or ‘right’ level for a particular economic indicator. In this context, member have sought other information that is able to predict with greater certainty that the policy in question will lead to a crisis if unchanged – hence the desire for scenario planning, simulations and early warning indicators. Hence, the call by ministers for the use of tools of analysis to reduce the ‘subjectivity’ of analyses and to pin-point crisis points with greater certainty. Paradoxically, while ministers seek more ‘objective’ tools to reduce the intrusion of personal or ideological perceptions into analysis, they also seek surveillance assessments and recommendations that take prevailing country situations into account. To put differently, they are seeking ‘pragmatic knowledge’.  

This is not to suggest that concerns with subjective assessments might not reflect or mask the operation of domestic political interests. They may well do so. What this paper has suggested is that the political barriers to surveillance do not merely lie in the peer review process itself, but in its analytical component as well where the problem of ‘ambiguous economics’ clearly operates. It makes designing an effective surveillance mechanism that much more difficult. Even is there is strong political will and genuine interest in an effective surveillance mechanism, the problem of ‘ambiguous economics’ will make it difficult to find ready answers to the matter. But, given the importance accorded to ‘pragmatic’ knowledge, its provision through the peer review process may come to represent the core task of regional surveillance for some time to come. This is the inevitable given the diversity of countries in ASEAN and ASEAN+3, notwithstanding the growing macroeconomic and financial interdependence within East Asia.
 Countries are, however, moving in the same direction in terms of their end-goals of efficient banking and financial systems. Hence, surveillance discussions as well as the broader policy dialogues undertaken in finance networks from ASEAN+3 and ASEAN are useful for their members as providers of valuable information on best practices and country experiences that are normally not found in any textbook or manual.
 In the end, regional surveillance may offer greater utility as a tool for policy learning rather than as an enforcement or punitive mechanism that will be difficult to adopt, not simply because of aversions to intrusive peer reviews but because of the ‘ambiguous economics’ problem.
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� ASEAN+3 comprises the ten ASEAN states and Japan, China and South Korea. Its genesis dates from around 1996-97. See Stubbs (2002) on this point.


� EMEAP is the EMEAP is the Executives’ Meeting of East Asian and Pacific Central Banks, a network of eleven central banks from East Asia (Japan, China, South Korea, Hong Kong, Indonesia, Malaysia, the Philippines, Thailand, Singapore), Australia and New Zealand.


� One of these is aimed at investing in domestic currency denominated bonds while the other invests in US dollar denominated securities. Regional bond funds investing in local currency bonds can help to reduce East Asia’s traditional reliance on foreign currency-denominated, short-term bank loans for long-term financing needs, a practice that can spark a currency crisis if market sentiments deteriorate, as had happened during the Asian financial crisis. Scholars like Barry Eichengreen (2004), however, question the utility of the two regional bond funds.


� Evidence for this is found in Kawai and Motonishi (2005). There is, however, ongoing debate on the degree of convergence within East Asia, with some scholars challenging the convergence view. Recent ADB studies have confirmed the convergence thesis, however. See Rana (2005).


� There is an extensive literature on the costs and benefits of regional surveillance mechanisms, which is linked to debates on the necessity and viability of regional funds. Among others, see Rana (2002), Park and Wang (2005) and the edited volume by De Brouwer and Wang (2004b). 


� Eastablished in 1989, APEC in 1994 comprised 18 members, while its current membership stands at 21. Aside from East Asian members, namely China, Japan, Hong Kong, South Korea, Taiwan and seven ASEAN states (excludes Cambodia, Laos and Myanmar), APEC also includes the US, Canada, Mexico, Chile, Peru, Russia, Papua New Guinea, Australia and New Zealand. Further information on APEC can be obtained from its official website, � HYPERLINK "http://www.apecsec.org.sg" ��www.apecsec.org.sg�.


� ASEAN, established in 1967, comprises ten Southeast Asian states – Brunei, Indonesia, Malaysia, the Philippines, Singapore, Thailand, Vietnam, Myanmar, Laos, and Cambodia. The latter four are generally regarded as new members of ASEAN, having joined the Association in the 1990s.


� Author’s interviews with senior officials of the ASEAN Secretariat familiar with the ASEAN+3, ASEAN and MFG surveillance processes. Interviews conducted in Jakarta, October 2005.


� This, in fact, has been cited as one advantage of regional surveillance mechanisms.


� In exchange rate economics, there is still debate over how to determine when the exchange rate is misaligned.


� Although initiated under the APEC process, the MFG comprised only 14 APEC members, namely the six ‘older’ members of ASEAN, four Northeast Asian economies (China, Japan, Hong Kong, South Korea), Australia, New Zealand, Canada and the US.


� Author’s interview with an ADB official in Manila, 13 September 2005. Also, Paul O’Neill, the US Treasury Secretary had placed the MFG very low on the list of US priorities for the region. Interview with an official of the Singapore Monetary Authority, 7 October 2005.


� Interview in Jakarta with a senior official of the ASEAN Secretariat, 10 October 2005.


� Author’s interviews with officials from the Asian Development Bank, the ASEAN Secretariat, the Monetary Authority of Singapore, the Philippine Central Bank and a former Minister of Finance of Indonesia. Interviews conducted between September and October 2005.


� See the collection of country papers prepared for the first PECC Finance Forum held in Honolulu, 11-13 August 2002, � HYPERLINK "http://www.pecc.org/finance/resources.htm" ��www.pecc.org/finance/resources.htm�, accessed 30 September 2005. The ASEAN states also saw ASEAN as a potentially viable site for regional financial cooperation. 


� The CMI encompasses two components. The ASEAN Swap Arrangement (ASA) provides the CMI with a funding pool of US$2 billion (since May 2005), and is effectively a multilateral facility negotiated among the ASEAN component of ASEAN+3. The bulk of funds for the CMI come from its second component, the network of bilateral swap arrangements (BSA) negotiated between different pairings of ASEAN+3 countries.


� Singapore and Brunei are not keen on the CMI, although Japan successfully persuaded Singapore to participate in a bilateral sway with Tokyo, though with Singapore as the receiver rather than lender of funds.


� Author’s interview in Singapore, 27 June 2005 and in Manila, 13 September 2005.


� Interview with a bureau director, the ASEAN Secretariat, 10 October 2005.


� Interview with a senior official of the ASEAN Secretariat, 10 October 2005.


� Chairman’s Statement of the First ASEAN+3 Deputy Finance Ministers and Deputy Central Bank Governors Meeting, Hanoi, Vietnam, 18 March 1999. � HYPERLINK "http://www.aseansec.org/2270.htm" ��www.aseansec.org/2270.htm�, accessed 1 June 2005.


� Author’s interview in Manila with a senior ADB official, 13 September 2005.


� Interview with senior officials from the ADB and the Philippine central bank, 13 & 14 September 2005.


� Interview with officials from the Philippine central bank, 14 September 2005.


� Interviews with senior officials from the ADB and the ASEAN Secretariat, September and October 2005.


� Ibid.


� Interview with ADB senior official, 13 September 2005.


� Interview with ADB senior official, 13 September 2005.


� Interview with senior ADB official, 13 September 2005.


� See, for instance, Kuroda and Kawai (2004: 157).


� Interviews in Manila with ADB and Philippine central bank officials, September 2005 and in Singapore with an official form the Singapore Monetary Authority.


� Ibid.


� Interview with a senior official of the ASEAN Secretariat, 10 October 2005.


� Interview with senior official from the Monetary Authority of Singapore, 7 October 2005.


� This assessment is based largely on interviews with eleven individuals ranging from senior officials from the Asian Development Bank (ADB) and the ASEAN Secretariat, senior officials from the central banks/monetary authorities of the Philippines and Singapore, and a former finance minister and former central bank governor from Indonesia. Semi-structured, face-to-face interviews were conducted during September and October 2005. Surveillance reports are confidential, and officials refused to discuss even the broad contents of these reports with the author.


� Interview with a senior official of the ASEAN Secretariat, 10 October 2005.


� Interview with officials at the ADB and the ASEAN Secretariat, September and October 2005.


� Interview with officials at the ADB and the ASEAN Secretariat, September and October 2005.


� Author’s interview with Dr Beodiono, former Indonesian finance minister (2001-2004) who has participated in the ASEAN surveillance process and is familiar with the ASEAN+3 surveillance in which deputies participate. Interview in Jakarta, 11 October 2005.


� Author’s interview with Dr Beodiono, Jakarta, 11 October 2005. This was also the view of Dr Soedradjad Djiwandono, former Governor of the Indonesian central bank, also an economist.


� Interview with an official from the Monetary Authority of Singapore. Author’s interview, 7 October 2005.


� This was confirmed by an official from the Monetary Authority of Singapore. Author’s interview, 7 October 2005.


� Author’s interview with Dr Beodiono, Jakarta, 11 October 2005.


� Author’s interview with Dr Boediono, Jakarta, 10 October 2005.


� Author’s interview with Dr Boediono, Jakarta, 10 October 2005. This was confirmed by interviews of officials from the Philippine central bank and the Monetary Authority of Singapore, September-October, 2005. 


� Nesadurai (2003: 151-70) discusses this issue in relation to the ASEAN Free Trade Area (AFTA). 


� Interview with officials from the Philippine central bank and the Singapore Monetary Authority, September and October 2005.


� On the diversity within East Asia, see Eichengreen (2004) and Hiwatari (2003).


� Interview with officials from the Philippine central bank and the Singapore Monetary Authority, September and October 2005.





