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1.
The second meeting of the APEC Business Advisory Council (ABAC) for year 2010 was held from May 17-21, 2010 at The Grand Hyatt Taipei, Chinese Taipei and chaired by Mr. Gempachiro Aihara of Japan. The meeting was preceded by ABAC Knowledge Based Growth Symposium held at the Taipei International Conventional Centre. The event attracted many local businessmen and government officials. 
Highlights of issues discussed at the various sessions and Working Groups were as follows:
2.
Informal Session 
2.1.
APEC Senior Officials (APEC SOM); Mr. Yasuhisa Nakao of Japan’s Ministry of Economy, Trade and Industry and Mr. Takuya Sasayama of Japan’s Ministry of Foreign Affairs briefed the meeting on the Japan’s proposal for a new vision of APEC which would be based on three main pillars namely; regional economic integration, growth strategy and human security.  

On the area of regional economic integration, APEC will explore, in particular, a range of possible pathways towards a Free Trade Area of the Asia-Pacific (FTAAP) including Transpacific Partnership Agreement (TPP), East Asia Free Trade Agreement (ASEAN+3) and Closer Economic Partnership in East Asia (ASEAN+6).
APEC will formulate a growth strategy for the Asia-Pacific region which supports more balanced growth within and across economies, achieves greater inclusiveness in APEC societies, addresses the challenges of environmental and energy sustainability, and seeks to raise the growth potential through innovation and a knowledge-based economy.
Food security has been identified as an important issue under the agenda of human security. Other items in the agenda will include infectious diseases, counter terrorism, anti-corruption, and disaster preparedness.
2.2.
In answering to the question raised by ABAC Chile on whether the new vision for APEC will replace the Bogor Goals, 
Mr. Yasuhisa Nakao iterated that the Bogor Goals remains relevant especially to developing economies. The new vision is an evolving process and would not replace the Bogor Goals but would provide a more effective framework to address the challenges and needs of the new economic landscape.
2.3
Mr. John Ballingall of New Zealand Institute of Economic Research (NZIER) reported on the study conducted on 19 APEC economies to assess, from a business perspective, the progress of these countries in achieving the Bogor Goals by 2010. The key recommendations of the report would be submitted to the Ministers Responsible to Trade (MRT) and the Leaders to assist the Governments in their assessment of the Bogor Goals. It was noted that that both developed and developing member economies have become considerably more open since the adoption of the Bogor Goals by APEC Leaders in 1994. However the evolving nature of global business particularly regional supply and value chains in the Asia Pacific region requires for APEC to look beyond liberalising the flow of goods throughout the region, but also the flow of services, investments, ideas and people. 
2.4.
Tan Sri Azman of ABAC Malaysia highlighted that following concerns on the report by NZIER:

(i) ABAC to recommend for all possible pathways i.e. TPP, ASEAN+3 and ASEAN+6  to be explored towards achieving the Free Trade Agreement in the Asia Pacific (FTAAP) and not concentrate only on the TPP as a vehicle towards the FTAAP as reflected in the report; and
(ii) The data on economic freedom sourced by the Heritage Foundation did not appear accurate and would shed Malaysia in a bad light especially with a negative 7 percent recorded under Malaysia’s progression towards economic freedom from 1996-2010. NZIER was requested to source data from World Bank Doing Business Report 2010 and World Economic Forum to better reflect Malaysia’s economic openness. 
3.
Opening Plenary

3.1
The Business Council noted the ABAC 2010 deliverables which include letters to APEC Ministers Responsible to Trade and APEC Energy Ministers. 

3.2
Mr. Yoshihiro Watanabe, Chairman of the Finance and Economic Working Group presented on the economic outlook. It was noted that the global economy continues to recover much faster than expected especially among the emerging economies of Asia and Latin America. However most of the developed economies are still fragile and a delay in recovery has been noticed in Eastern Europe and CIS economies. Mr. Watanabe expressed concerns on further tightening of the financial regulation may confuse the market and prevent recovery and therefore there is a need for co-operation particularly with international forums such as APEC to ensure that capital flows to emerging economies are maintained.

3.3.
Tan Sri Azman of ABAC Malaysia iterated that in reviewing the letter to MRT the strategies on inclusive growth should take into account the needs of small and medium enterprises inclusive of microenterprises. 

Highlights of Working Group Meetings

4.
Liberalisation Working Group (LWG)
4.1
The meeting noted that the slow progress in the WTO provides a unique opportunity for APEC to advance its liberalisation alternatives including the FTAAP. 
4.2.
ABAC would continue to monitor protectionism among its member economies with special emphasis given to monitor financial protectionism in the wake of financial distress in the EU. 
4.3.
On the issue of the FTAAP, Tan Sri Azman of ABAC Malaysia reiterated that all possible existing and evolving trade agreements within the APEC region should be explored as possible building blocks towards establishing the FTAAP.
4.4.
ABAC China requested for ABAC to be cautious in making firm pronouncements on a possible timetable for concluding FTAAP. The LWG chair highlighted that in order to remain consistent with ABAC submission on the FTAAP to the leaders last year, ABAC would request MRT and Leaders to firm up details on the modalities and process toward a FTAAP to enable the business community to be more actively involved in its evolution.
5.
Facilitation Working Group (FWG)

5.1.
ABAC USA presented a survey summary of ABAC input and rankings of eight chokepoints identified in the supply chain connectivity framework. It was noted that the highest ranked chokepoints were those that dealt with traditional standards harmonisation. 

5.2.
ABAC Australia provided an update on the road safety harmonisation initiative. In addition to the original participants of the initiative that include Malaysia, five more economies have indicated interest to participate. A follow-up meeting with representatives at the ministerial level or higher is scheduled to be held on the margins of ABAC III in Thailand. 
5.3.
Tan Sri Datuk Dr. Ahmad Tajuddin of ABAC Malaysia highlighted that as ABAC’s call for greater transparency and anti-corruption within the region is an overarching issue, this item should be given greater prominence in the main body of the letter to Leaders. 
6.
Sustainable Development Working Group (SDWG)

6.1.
The meeting was informed that APEC SOM were not comfortable with the proposed Terms of Reference by ABAC for the Food Dialogue and suggested instead for an informal process through the ‘Friends of the Chair’ forum.

6.2.
The meeting agreed that in order to address outcomes on foods security from a business perspective, a meeting to determine the work programme to present at the APEC Ministerial meeting on food security in October 2010 would be held on the margins of ABAC III in Thailand. The meeting would include stakeholders from industry, World Bank, think tanks and other useful organisation. 

6.3.
It was noted that in looking at food security, the issue of waste warrants attention. The increase in the level of waste was driven in part by poor logistics and inefficient cold chain management. This issue will be further discussed on the margin of ABAC III. 
6.4.
In light of the recent developments on climate change such as Copenhagen, the meeting agreed to review the ABAC strategic framework paper on energy security. More attention will be given to the demand side of energy. 
7.
Finance and Economics Working Group (FEWG)
7.1.
On the issue of financial regulatory reforms, it was noted that following the G20 London/Pittsburgh summits, tighter financial reforms are being discussed including capital and liquidity rules, cross border resolution and taxation / levies.  The meeting agreed that recommendations to Finance Ministers should include request for flexibility and prudence to be considered on the implementation of such reforms since these measures are potential threats to economic recovery. 
7.2.
ABAC New Zealand stressed that exchange-rate volatility is an enemy to an open multilateral trading system and the free flow of goods, services and capital and therefore proposed measures be considered to develop a stable global financial and currency architecture. Tan Sri Azman of ABAC Malaysia commented that even financial institutions have different interest for foreign exchange rates. For example, commercial banks prefer stability while hedge funds like fluctuations in the rates. He suggested that this issue on foreign exchange rates be kept in the FEWG agenda and further discussed at the next meeting in Thailand. 

7.3.
Tan Sri Azman of ABAC Malaysia delivered a presentation on current situation of Islamic Finance from a general perspective. It was highlighted that Islamic Finance is not only for Muslims but can co-exist with conventional finance. It was noted that Islamic Finance has been growing rapidly as its features including Shariah compliance can eliminate speculative transactions. ABAC Brunei commented that some of the impediments to the expansion of Islamic Finance include fiscal and tax issues as most of the activities of Islamic finance takes the form of sales or leases. Tan Sri Azman suggested for the issue on Islamic Finance remain in the agenda of the FEWG. 
7.4.
On the issue of financing for renewable energy, it was noted government policies supporting the promotion of renewable energy are crucial to support new renewable energy projects. Tan Sri Datuk Dr. Ahmad Tajuddin of ABAC Malaysia informed that Malaysia has announced a proposal to establish a green energy development bank at the World Islamic Economic Forum in Kuala Lumpur. 
8.
Advisory Group on APEC Financial System Capacity Building

8.1
Activities and work-in-progress by the Advisory Group include the following:

· 4th APEC Public-Private Sector Forum on Bond Market Development on May 31, 2010 in Sapporo, Japan;
· Efforts to promote the Asia Infrastructure Partnership including establishing collaboration through tri-partite partnerships among private sector, public sector and multilateral institutions both at national and regional organisation;

· Circulation of the publication of the 2009 Tokyo Financial Inclusion Workshop report by Asian Development Bank Institute (ADBI) for the purpose of policy advocacy;

· Training programme for APEC policy makers and financial system regulators on Implementing Financial System Regulatory Reforms in the Region following the Global Financial Crisis in Shanghai, China from June 7-11, 2010; and

· 6th SEACEN-ABAC-ABA-PECC Public-Private Dialogue for the Asia Pacific from June 15-16, 2010 in Manila.

8.2.
It was noted that although there are 12 AAA credit rating agencies, however there are over 64,000 securities. The wrong assessments of credit risk by these agencies would force companies especially small and medium enterprises and microenterprise from being denied credit. Tan Sri Azman of ABAC Malaysia suggested for proper credit reporting standards to be established and a neutral body to be formed to monitor the activities of credit rating agencies. The Chairman agreed to further pursue this issue at the ABAC III meeting in Thailand. 
9.
Capacity Building and Action Plan Working Group (CBAPWG)
9.1
On the study on ICT – A tool to accelerate Knowledge Based Growth (KBG) to be conducted by ABAC among Government officials and other relevant stakeholders, Tan Sri Radzi of ABAC Malaysia suggested for the study to explore the effectiveness of the applications / soft infrastructure offered by service providers to SMEs and areas for further improvement. 

9.2.
ABAC Papua New Guinea presented the paper on ABAC SME Development Programme which listed the guidelines for organising APEC SME Summits within the year. Among others, the paper suggested that the SME Summits should lead up to and support discussions at the final APEC SME Summit held in conjunction with the APEC Leaders Summit. Organisers of the SME Summits would be required to sponsor a certain number of SME participants from the economy to attend the final APEC SME Summit.
9.3.
The meeting noted that the 2010 SME summits will be held in Peru on August 12, 2010, China in September 2010 and the final SME 2010 summit in Yokohama, Japan on November 11, 2010. 
10.
The next meeting is scheduled on August 24-27, 2010 in Thailand. Due to the ongoing political unrest in Bangkok, ABAC Thailand will only be able to confirm the venue of the meeting in Thailand by the first week of June 2010. 
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