Report on the First APEC Business Advisory Council (ABAC) 2010 Meeting held on February 9-12, 2010 in Melbourne, Australia  


  
        


                      Page 2

[image: image1.jpg]ABAC APEC Business Advisory Council

MALAYSIA




Report on the First APEC Business Advisory Council (ABAC) 2010 Meeting
February 9-12, 2010 * Melbourne, Australia
PRESENT

Members
YBhg. Tan Sri Dato’ Ir. Md. Radzi Mansor

Telekom Malaysia Berhad

YBhg Tan Sri Datuk Dr. Ahmad Tajuddin Ali
UEM Group Berhad

Staffers
Ms Shamini Sakthinathan

ABAC Malaysia Secretariat

1.
The first meeting of the APEC Business Advisory Council (ABAC) for year 2010 was held from February 9-12, 2010 at the Park Hyatt Melbourne, Australia and chaired by Mr. Gempachiro Aihara of Japan. The meeting was preceded by a mini-Transport Ministerial meeting on supply chain logistics held on February 8, 2010. Representatives from five APEC economies namely, Australia, New Zealand, Malaysia, Singapore and Thailand participated in this event which provided an opportunity for discussions on ideas for common areas of action to harmonise transport safety and other related regulations among the economies. A follow-up meeting has been proposed among the 5 economies on the margins of ABAC III to be held in August 2010 in Bangkok, Thailand. A Public Private Partnership (PPP) Forum on Infrastructure was also held prior to the 1st ABAC meeting on February 9, 2010. The PPP Forum was well attended with over 60 participants from business, public sectors, the Asian Development Bank (ADB), academia and professional groups involved in PPP design, administration, financing and management. Participants of the forum from regional economies gave their perspective on contempory market conditions for PPPs, particularly in risk bearing financing and establishing an institutional framework for an Asia Pacific Infrastructure Partnership including an offer to support activities in Melbourne through 2010.
Highlights of issues discussed at the various sessions and Working Groups were as follows:
2.
Informal Session

2.1
ABAC Singapore presented on the 2009 ABAC dialogue with Leaders held in Singapore on November 14, 2009. Under regional economic integration, China and USA had acknowledged that the Trans Pacific Partnership (TPP) and the Free Trade Agreement for the Asia Pacific (FTAAP) were significant to their domestic economy. It was also acknowledged that access to finance by SMEs and microenterprises is still a major problem and measures should be put in place to simplify documentation process involved in obtaining credit and to improve credit ratings through capacity building programmes. 
2.2
Mr. John Ballingall of NZIER reported on the project study conducted on the eight developed countries in APEC to assess, from a business perspective, the progress of these countries in achieving the Bogor Goals by 2010. It was noted that the eight economies have taken a broad range of measures to become more open to trade and investment since the mid90s. These include unilateral tariff reductions and reciprocal reductions under bilateral or regional Free Trade Agreements. 

2.3
Mr. Hidehiko Nishiyama, APEC 2010 Senior Official (SOM) Chair outlined the expected outcomes of APEC in 2010, as follows:

· Regional Economic Integration – Toward liberalisation and facilitation of regional trade and investment including the exploration of a range of possible pathways towards FTAAP;

· New growth strategy – Towards realisation of long term economic growth after recovering from the crisis through a four prong strategy which includes balanced growth, inclusive growth, sustainable growth and knowledge based growth; and

· Human security in APEC through a secured and resilient economic and social environment in the areas of food security, countering terrorism, infectious diseases and emergency preparedness. 

3.
Opening Plenary

3.1
The Business Council noted the ABAC 2010 deliverables which include letters to APEC Ministers Responsible to Trade, APEC Energy Ministers, APEC SME Ministers, APEC Ministers in charge of Food Security, and reports to APEC Finance Ministers and Economic Leaders. 

3.2
Mr. Yoshihiro Watanabe, Chairman of the Finance and Economic Working Group presented on the economic outlook. It was noted that the Great Recession has reached rock bottom and recovery is faster than expected. However, there is still risk in the form of delays in recovery of employment and rise of protectionism. Mr. Watanabe expressed concerns on further tightening of the financial regulation may confuse the market and prevent recovery. He also urged for each economy that have implemented stimulus packages to implement appropriate exit strategies based on the guiding principles developed by the International Monetary Fund (IMF).  
4.
ABAC-SOM Dialogue
The dialogue comprised four break-up groups which were formed based on the APEC 2010 Priorities namely Balance Growth, Inclusive Growth, Sustainable Growth and Regional Economic Integration. Outcomes of the break-up group discussions were as follows:

i. Balanced Growth Group focused on
a) Structural reforms to strengthen long term potential growth especially in the area of domestic investments through the development of financial markets in bonds and equities. 

b) Capacity building in the areas of legal, regulatory and related areas to help promote the development of deeper financial markets. 

ii.
Inclusive Growth Group defined ‘inclusive’ under APEC context as a collective group that would comprise least developed to fully developed nations and SMEs to large corporations. The Group agreed that SMEs and micro-enterprises have been often excluded from the economic development agendas and identified the following measures to support these entities: 
a) Micro-enterprises financing through the establishment of Credit Bureaus to support access to credit of qualified borrowers and to broaden technological development in the areas of cell phone and agent banking to serve populations. 

b) Improve local productivity by addressing fundamental issues on skill development and establish SME clusters/ incubation to assist SMEs to participate in larger projects. 
c) Market connectivity by linking potential SME supply chain contributors with larger foreign producers. 

d) Public Private Partnerships were identified as the way forward to fund and deliver on massive infrastructure requirements in the region. 

iii.
Sustainable Growth Group identified steps and key components of a possible programme between APEC and ABAC to promote awareness in APEC economies on Environmental Goods and Services (EGS) which include: 

· Liberalisation of EGS across economies;
· Harmonisation of standards of EGS across economies;

· Capacity building of developing economies in the areas of production and dissemination of EGS; and 

· Introduction of incentives to promote the development of EGS which should not be trade distortive.

iv.
The Regional Economic Integration Group discussed a future FTA for the region which would be a new generation agreement going beyond trade and encompassing new issues as well as enhanced services, investments and behind the border issues of concern to business. Market integration issues featured in a Free Trade Agreement for the Asia Pacific (FTAAP) could include standards and conformance, non tariff barriers, investment, services and regulatory principles. Attention was also drawn to the Trans Pacific Partnership Agreement (TPP) as a pathfinder towards the FTAAP. 

Highlights of Working Group Meetings

5.
Finance and Economics Working Group (FEWG)
5.1
The summary themes for 2010 work programme which are aligned with the themes and priorities of APEC Senior Officials and APEC Senior Finance Officials were as follows:

i. 
Maintain policy co-operation and balanced growth in SME finance, Social Safety Nets and Financial Inclusion;

ii.
Establish sound and efficient financial systems through regulatory reforms in 

the area of IFRS, environmental finance and exchange rates;

iii.
Develop stable institutions to support liberalisation and facilitation of trade 

                        and investments; and


iv.
Enhance capacity building and regional economic and financial cooperation 

                        through Islamic finance, bond / equity markets and Infrastructure PPP. 

5.2.
ABAC New Zealand commented that using the word ‘impediments’ to describe tax treatments and regulatory barriers in Islamic Finance can be seen as discriminative. ABAC Australia highlighted that the introduction of legal and tax reforms were needed to promote Islamic finance in Australia. ABAC Brunei suggested for a study to be conducted on the key impediments to Islamic Finance and recommendations to expand its usage. 
5.3.
Dr Akira Ariyoshi of International Monetary Fund, briefed on the “Recent International Initiatives to Promote Stability and Growth”. He touched on the need for economies to develop early warning mechanisms in place of preventive measures. 
5.4.
ABAC USA presented on the regulatory developments in the US which include regulations on limiting the size and activities of US financial institutions and the financial crisis responsible fee. The Working Group agreed for a letter to IMF be sent to convey ABAC objection to any additional taxes on financial transactions in light of significant negative impact on economic recovery and difficulty of effective implementation. 
5.5.
ABAC Thailand briefed the meeting on asset based lending for SMEs. He pointed out that most SMEs especially micro-enterprises cannot provide land and buildings as collateral and thus alternative tangible or intangible assess i.e. intellectual property and equity ownership should be accepted by financial institutions as measures for borrowing. 
6.
Advisory Group on APEC Financial System Capacity Building

6.1.
The Advisory Group endorsed its 2010 work programme which will focus on the following: 

(i)
Infrastructure PPP

(ii)
Financial inclusion

(iii)
Development of capital markets

(iv)
Capacity building for regulatory reforms in developing countries

(v)
Facilitating SME finance

6.2.
Future programmes identified by the Advisory Group include the Second Bond Forum to be held in Sapporo on May 31, 2010 and the 6th Public Private Dialogue for the Asia Pacific Region between Regulators and the Regions Finance Industry from June 15-16, 2010 in Manila.  
7.
Sustainable Development Working Group (SDWG)

7.1
Discussion of the Working Group revolves mainly on climate change, energy and food security and a new initiative on Coral Sea. 

7.2.
Ms. Jo Evan of the Australian Department of Climate Change briefed the meeting on the outcomes of Copenhagen 15 (COP15) meeting on climate change. She highlighted that following COP15, 94 countries including the EU signed the Accord which commit the countries to key outcomes on temperature, action, transparency, funding and technology. ABAC Australia and Brunei would examine the implications of the measures identified in the Accord on the business sector to be raised for further discussions at the next ABAC meeting. 
7.3.
On the issue of energy security, ABAC Chinese Taipei iterated that it was important to bring climate change and energy security together. Governments should come up with clear and transparent framework on climate change and energy security as the private sector is not able to commit and fund investments without understanding the fundamental requirements. 

7.4.
Mr. John Denton, Chair of the Working Group informed that the APEC Senior Officials Chair was supportive of ABAC’s proposal for an APEC Food Dialogue - a networking group comprising business and government officials related with the food and agriculture industry and sought the endorsement of the Business Council on the Terms or Reference and operational requirements of the dialogue. 

7.5
ABAC Philippines briefed the meeting on the Coral Triangle Initiative – an initiative to boost the depleting fish resources in the Coral Triangle. The Chair suggested for this issue to be incorporated as part of food security issue. 
8.
Capacity Building and Action Plan Working Group (CBAPWG)
8.1
The Working Group compared the 2009 APEC Report to ABAC recommendations in 2008 and noted that there were many gaps in ABAC recommendations on SMEs and the activities by the APEC SME Working Group. The meeting agreed for a letter to be sent to the APEC SME Working Group chair to request for a dialogue to be held at the forthcoming ABAC meeting in Chinese Taipei in May 2010.  

8.2.
ABAC Canada presented on a proposal for a study to be conducted on accessibility and availability of high speed two way ICT communication (1.5MPs or greater) in the region and the ICT utilisation by SMEs. Tan Sri Radzi of ABAC Malaysia commented that it would be worthwhile to obtain literature from APEC Telecommunication Working Group on existing studies carried out on ICT communication and utilisation. He also suggested for the purpose of the study to upgrade the high speed band width from 1.5MPs to 10MPs as it would be more reflective of high speed broadband. It was also recommended that in order to link with the APEC process, ABAC should submit its feedback at the forthcoming APEC Telecommunication Ministerial meeting scheduled in October 2010. 
8.3.
On the issue of SME finance and microfinance for micro-enterprises, it was agreed that a good way to bridge the gap between micro-enterprises to small enterprises and larger companies would be to increase the accessibility to microfinance. It was agreed that this issue will be taken up as part of the topics in future SME summits.  
9.
Facilitation Working Group (FWG)
9.1
Ms Elizabeth Chelliah, APEC Committee on Trade and Investment Chair highlighted the outcomes from APEC 2009 related to the Working Group. She noted that APEC had launched a number of initiatives that could benefit from inputs from ABAC including APEC’s work on areas in services, trade facilitation (Authorised Economic Operator and Single Window Initiatives), the Supply Chain Action Plan which identified eight choke points that APEC will address between now and 2013, standards issue and digital economy issues. 

9.2
Ms Karen Batt of Standards Australia provided an update on outcomes from a joint project with ABAC on the development of standards for critical infrastructure. Among the outcome of the project was the development of new standards, risk management, security management and business continuity management. Future issues related to standards which could be further pursued include standards for energy management and supply chain logistics. 
9.3.
The Working Group endorsed the Work Plan for 2010 which would focus on facilitating the movement of investments, facilitating the movement of goods and services and facilitating the movement of people. 
10.
Liberalisation Working Group (LWG)
10.1
Mr. Bruce Gosper, Deputy Secretary, Department of Foreign Affairs and Trade, Australia provided an update on the status of the Doha Development Agenda (DDA). He mentioned that the key stumbling block to the conclusion of the DDA is the market access component of the DDA.  He informed that the progress of the DDA is dependent on the ability of the US government to sign the agreement (since the Trade Policy Act has expired). He was of the view that on the whole it was unlikely that the round could be concluded in 2010. Mr Gosper suggested that instead of visiting Geneva this year, it would be of greater value if ABAC visited capitals i.e. Washington, Brussels, Brasilia and Tokyo. 
10.2.
The meeting discussed on protectionism measures implemented by economies to mitigate the economic crisis. It was noted that protectionism was less pronounced but significant problems remained with tariffs increases, state aid and export subsidies. ABAC would continue to monitor protection measures imposed within the APEC economies. 
10.3.
Ms Elizabeth Chelliah, APEC Committee on Trade and Investment Chair briefed the meeting on APEC’s Analytical Study on the likely economic impact of FTAAP. It was noted that FTAAP would be economical beneficial for all participating economies particularly when a cumulation approach is taken to rules of origin and services were also included. 


10.4.
The meeting noted that negotiations under the TPP were being advanced by eight member economies as a pathfinder for FTAAP. ABAC US informed that US businesses were cautious not to go out ahead of the Administration in its advocacy but would be assessing how the Administration wanted to take the initiative forward. 

10.5.
Noting the continuing growth in the digital economy sector, ABAC USA would be developing a project to further pursue the business perspective and requirements to be further considered by ABAC. Members from Brunei, Singapore, Korea, Chinese Taipei and Malaysia expressed interest in working with ABAC USA on this project. 
11.
The next meeting is scheduled on May 18-21, 2010 in Chinese Taipei.
Prepared by

Shamini Sakthinathan
ABAC Malaysia Secretariat
February 17, 2010
