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ABAC NEW ZEALAND REPORT TO NEW ZEALAND BUSINESS
FOURTH ABAC MEETING FOR 2009 

and ANNUAL DIALOGUE WITH APEC ECONOMIC LEADERS
SINGAPORE, 9-15 NOVEMBER 2009

Summary

The Singapore ABAC meeting:
· Identified issues which where possible could be raised in the ABAC dialogue with APEC Leaders: regional trade liberalization, protectionism, climate change, investment, food security, labour mobility, sustainable development, the growth of SMEs, currency volatility and the effect on trade of the depreciation of the US dollar
· recognized that, while completing the Doha Development Agenda remained critically important, the difficulties of achieving a successful outcome made it even more important for ABAC to urge Leaders to accelerate moves towards a Free Trade Area for Asia Pacific (FTAAP)

· Agreed to maintain vigilance in monitoring protectionism and to provide APEC Senior Officials and Ministers with indications of the business impact of trade restrictive measures

· Approved a research project, to be led by New Zealand, to review the achievement by eight APEC member economies of the Bogor Goals for free and open trade in the region by 2010

· Endorsed a report on the APEC Food System and agreed to develop a framework for food security in the context of an APEC Food Dialogue

· Endorsed a report on labour mobility in the region and agreed to advance this as a new strategic issue for discussion with Leaders.
Later in the week ABAC members:
· Welcomed the news that the United States intended to move forward with the Trans Pacific Partnership (TPP) as a building block for FTAAP.
Introduction

1. The fourth and final ABAC meeting for 2009 was held in Singapore during the annual APEC Leaders’ Week at which the Leaders of APEC’s 21 member economies including Prime Minister John Key gathered for their annual Summit.  This meeting was the occasion for ABAC’s annual Dialogue with Leaders.  The Dialogue gives the three ABAC members from each APEC member economy an unparalleled opportunity to put their views on business issues facing the region directly to Leaders in an informal setting.  The APEC Leaders’ Week and associated APEC CEO Summit was also the occasion for the welcome announcement that the US Administration would participate in the Trans Pacific Partnership (TPP)
.  
2. The Singapore meeting was attended by New Zealand members Tony Nowell, and Gary Judd and by Stephen Jacobi as Alternate Member
.  The team’s objectives for the meeting focused largely on the free trade and competitiveness agenda.  This included ensuring there was no slippage from ABAC’s earlier resolve, reflected in ABAC’s report to Leaders finalized in Da Nang last August, to press Leaders to accelerate moves toward the FTAAP.  We also wanted to reinforce with ABAC colleagues that TPP was a viable pathfinder towards a future FTAAP.  In a similar vein we sought to ensure that ABAC took further steps to monitor protectionism in APEC so that some accountability could be demanded from APEC governments in meeting their commitment not to implement new trade restrictive measures.  The meeting also had before it consideration of two major reports. The first was a draft review of the APEC Food System which seeks to ensure the region’s food needs and promote the efficiency of the supply chain.  It is highly relevant to New Zealand’s interests in open and secure food trade.  The second report focused on promoting labour mobility which could address the growing issue of temporary labour shortages in the region.
Is the economic crisis at an end?

3. Significant interest in the meeting was focused on the economic situation in the region and whether the recession was at an end.  While some business leaders see the current situation as something of a false dawn, there was consensus that while significant risks remain a floor appears to have been reached.  The IMF has revised its world growth forecast for 2010 at 3.1% with growth for the emerging Asian economies at 7%.  The risks revolve around the continuing poor performance of some US and European financial institutions, rising unemployment, the prospect that government stimulus might be removed too early, and allied with that how the stimulus packages are to be unwound without precipitating further economic instability.  Whether or not the world heads for strong, sustainable growth in the future will depend on factors such as the exit strategies adopted for government stimulus, the rate of future investment by the private sector, and the avoidance of protectionism.   
ABAC Dialogue with Leaders

4. The Dialogue process is one in which 5 groups each including four Leaders and 12 or 13 ABAC members spend time together to discuss issues of importance to ABAC.  Tony Nowell’s group met with the Leaders of New Zealand, Philippines, Papua New Guinea and the United States (but with US Trade Representative Ron Kirk standing in for President Obama whose arrival at APEC was delayed).  Gary Judd’s group met with the Leaders of Brunei Darussalam, Canada, China and Thailand.  Stephen Jacobi’s group met with the Leaders of Korea, Peru, Russian Federation and Viet Nam.  
5. Issues raised with Leaders during the discussions included accelerating FTAAP, resisting protectionism; addressing climate change in a way which ensures a stable and predictable environment for business and takes account of the impact of climate change policies on economic activity; facilitating increased investment; addressing food security including whether climate change policy makers have adequately considered the impact of climate change policies on the world’s ability to provide food for existing and increasing populations; and improving labour mobility. Speaking for the groups in which ABAC NZ members participated and on the basis of feedback from the other groups, it can be said that the Dialogues on 14 November were marked by robust discussions and exchange of views and good engagement by Leaders.
Moving forward with FTAAP
6. In its annual report to Leaders ABAC had recommended that Trade Ministers should be instructed to finalise plans to initiate FTAAP at their mid 2010 meeting for decision by Leaders at the 2010 Yokohama Summit.  In Singapore ABAC agreed that accelerating FTAAP would be stressed in the dialogue with Leaders and this was raised in all groups. 
7. In their own declaration arising from their separate meeting in Singapore APEC Foreign and Trade Ministers instructed officials to develop thinking on possible pathways to FTAAP for further consideration at their June meeting.  The Leaders’ final declaration took a similar approach:  Leaders have undertaken to continue exploring possible pathways for FTAAP and look forward to receiving further advice from Ministers and officials.
8. From a business perspective we would have preferred a stronger statement reflecting greater urgency and setting a more definite timetable.  We can be satisfied at least that achieving FTAAP remains firmly on the agenda and the use of the term “pathways” points to the significance of initiatives such as TPP as a means of moving toward the FTAAP vision. While currently an initiative outside APEC, TPP and the US decision to proceed with negotiations alongside Australia and Peru with Viet Nam as observer will undoubtedly bring further pressure to bear on the development of FTAAP.   This is a significant development for New Zealand as it offers not only the means to achieve a long sought-after FTA with the United States but also the prospect of building a new generation agreement which can be an effective pathfinder towards FTAAP. 

9. In ABAC’s Liberalisation Working Group (LWG), chaired by Tony Nowell, it was agreed that ABAC now needed to focus on what new business requirements should be included in future FTAs in the region and ultimately also in FTAAP.  Services, investment and behind-the-border issues will need to figure prominently as business models in the region evolve.  This will be LWG’s major focus in 2010.  It was also agreed that a watching brief will be maintained on the development of important pathways towards FTAAP such as the TPP as well as potentially competing free trade initiatives in the region.  The latter include the Comprehensive Economic Partnership in East Asia (CEPEA) and the East Asian FTA (EAFTA) which do not include all APEC members but have gained traction at the recent East Asia Summit.
Resisting protectionism

10. The monitoring of trade restrictive measures is a contentious issue within ABAC: while all agree that protectionism is a continuing problem some members believe that more positive messages need to be conveyed to governments.  At the same time both APEC and WTO are looking to ABAC for some analysis of the impact of protectionism.  WTO and other reporting indicates clearly that countries are continuing to implement measures including anti-dumping which whether WTO-legitimate or not have the effect of restricting trade.  Financial protectionism and its impact on foreign direct investment were also highlighted in the meeting.  It was therefore agreed that continued vigilance and particular emphasis on the spirit of the G20 ‘stand still’ provisions
 must be highlighted to governments and that in the light of the WTO reporting ABAC members will be asked to report and quantify specific sector or economy-wide examples of particular concern.
Concluding Doha

11. In October ABAC undertook a very well received visit to the WTO in Geneva.  As LWG Chair, Tony Nowell participated in this visit alongside the current ABAC Chair from Singapore and the incoming ABAC Chair from Japan.  The delegation met with WTO Director-General Pascal Lamy, representatives from all APEC Economies as well as non APEC members India, Brazil and the European Union. They urged that every effort be made to achieve the earliest possible completion of the Doha round.  The outlook was not promising with some expressing doubt that the round could be completed by 2010.  The message to ABAC was to do what we could to encourage our business communities to strongly support the necessary political decisions that need to be made.  At the ABAC meeting in Singapore it was clear that the business community is now extremely frustrated by the continued delays and the increasing lack of synchronicity between the trade agenda and today’s business models.  The risks to supply chains embedded in the current ‘spaghetti bowl’ of FTAs were also highlighted in the discussion.  It was agreed that it could prove more productive to throw our weight and energy behind FTAAP as a more fruitful agenda. This does not mean abandoning ABAC’s support for Doha, but is a pragmatic expression of where we believe the greater long term liberalization benefit can be achieved. 

Reviewing the Bogor goals

12. 2010 is the target date for the implementation by the six industrialized members of APEC
 of the Bogor goals of free and open trade.  It was agreed that New Zealand and Japan will over the next six months lead a research project aimed at reviewing the extent to which these goals have been achieved by the APEC 6 plus Chile and Hong Kong-China. This project links to Japan’s goals for 2010 and once complete will allow the focus to shift to how to move forward with Bogor, including in the context of FTAAP.

Promoting sustainability

13. ABAC’s Sustainable Development Working Group (SDWG) considered and endorsed a report prepared for ABAC by the International Policy Council (IPC) on a review of the APEC Food System
.  Since 1999 when Leaders endorsed recommendations proposed by ABAC, progress has languished.  The report to this ABAC meeting is part of a sustained commitment by ABAC to reinvigorate the process: it recommends the development of a strategic framework for food security in the region, and will be the basis for an intensified effort by ABAC to ensure APEC makes real progress.  The meeting also took note of a companion piece prepared by the APEC Policy Support Unit on how to secure access to affordable and nutritious food. Food security is recognized by ABAC as an increasingly complex issue requiring an holistic, systems-based approach rather than from the traditional view point of food from an agriculture perspective. The issues of climate change, energy security, free trade, labour mobility and the environment all impact upon this systems approach.  To take this issue forward ABAC is requesting that an APEC Food Dialogue be established.  The importance of the APEC Food System was also highlighted in the dialogue with Leaders.  

Addressing the economic crisis

14. The Finance and Economics Working Group (FEWG) discussed some of the potential risks to the emerging recovery including regulation which could stifle growth, the issue of whether large institutions could be allowed to fail, the importance of sound corporate governance and the need for further reform on the ease of doing business.  Concern was expressed about excessive regulation and that overly prescriptive measures may stifle economic recovery.  To the extent such regulation is intended to deal with “too big to fail” institutions, ABAC is inclined to the view that no institution should be regarded as too big to fail. Propping up such institutions to stop them failing provides perverse incentives for future dangerous risk-taking behaviour.  ABAC considers that the focus should be on providing better means for dealing with failing institutions as failure occurs (i.e., that insolvency mechanisms should be improved).

15. APEC Finance Ministers, including Hon Bill English, held a concurrent meeting in Singapore in the course of Leaders’ Week.  Gary Judd was able to attend plenary sessions and had an opportunity for discussion with some of the Ministers during lunch.
Facilitating trade and investment
16. The Facilitation Working Group (FWG) considered and endorsed a major study completed by the USC Marshall School of Business which focused on the mobility of temporary labour across the region. The study looked specifically at the cross border movement of workers rather than executives and was careful to avoid discussion of permanent migration issues.  It is clear from the report and the discussion at the meeting that the region’s economic progress is likely to be challenged by the shortage of both skilled and unskilled labour.  It was agreed therefore to raise this with Leaders as a new strategic concern and to develop a work programme around these issues building on the study’s extensive review of labour provisions across the spaghetti bowl of regional trade and labour agreements and memoranda of understanding.

17. Arrangements were finalized for a meeting with Transport Ministers in Melbourne in February 2010 to discuss the results of an ABAC pilot project to improve transport logistics and road safety across the region.
18. The meeting took note of reports from APEC officials of work undertaken to facilitate trade and investment. Surveys indicate that transaction costs for doing business in the region have dropped by 3.2% but it cannot be said that this is due entirely to the measures implemented by APEC economies.  Officials were encouraged to continue to give priority to this work to achieve the goal of a reduction of 5% by 2010.

Enabling SME innovation


19. ABAC noted the outcomes of recent SME Summits held in the course of 2009 in Huangzhou and Lima and noted the extensive programme for the SME Summit to be held in Singapore.  It considered the outcome of a survey led by Mexico on the sorts of relief policies for SMEs put in place by APEC economies in the light of the recent economic crisis.  It discussed the current state of contingency planning for H1N1. It also endorsed the closer integration of the APEC Voices of the Future program within ABAC as a development channel for young talent wishing to build careers in trade.  Further work on this will be led by New Zealand, China and Mexico.
APEC CEO Summit

20. The APEC CEO Summit brought together 1200 business leaders from around the region, although disappointingly few New Zealanders.  The programme included high quality addresses and discussions with a number of APEC Economic Leaders on issues related to the economic recovery, trade, climate change, innovation and SME development.  Next year’s CEO Summit will be held in Yokohama during the APEC Leaders’ Week in November.  ABAC New Zealand will be taking steps to encourage greater New Zealand CEO participation in this event.  The APEC CEO Summit offers important opportunities for networking and debate on a range of key global and regional issues.  More importantly, it enables participants to obtain first hand business intelligence and a better understanding of the global business environment.  
Conclusion

21. ABAC’s discussions were positive and enabled a useful and focused dialogue with Leaders on the economic and business priorities.  New Zealand’s team was able to make progress on key deliverables and have a range of productive meetings with Ministers, officials and colleagues.  ABAC’s next meeting will be held in Melbourne in February 2010.
For further information

22. Please contact Stephen Jacobi at 0294 725 502 or Stephen@nzibf.co.nz. Further information including ABAC’s final report and press statements from the meeting are available at www.nzibf.co.nz and www.abaconline.org.
ABAC New Zealand
November 2009
� The Trans Pacific Strategic Economic Partnership or TPP is a free trade agreement linking Brunei, Chile, Singapore and New Zealand which entered into force on 1 January 2006.  In September 2008 the United States announced it wished to join TPP.  In November 2008 Australia and Peru announced they would also join and shortly thereafter Viet Nam sought observer status for the first three rounds of negotiation.  In February 2009 the newly elected Obama Administration sought a delay in negotiations pending a review of US trade policy.


� John Blackham has concluded his tenure as a member of ABAC


� “Stand still” refers to political undertakings reached by Leaders in the G20 and APEC that they will refrain from introducing new protectionist measures.  There is ongoing debate about whether this undertaking includes measures which while trade restrictive are deemed to be compliant with the WTO rules.


� On 15 November 1994 the economic leaders of APEC, came together at Bogor, Indonesia and agreed that APEC would move towards free and open trade and investment in region for industrialized economies by 2010 and for the remaining membership by 2020.   The “Bogor Declaration” enunciated goals to achieve those objectives.  The full text of the statement is at � HYPERLINK "http://www.apec.org/apec/leaders__declarations/1994.html" �http://www.apec.org/apec/leaders__declarations/1994.html�.


� Australia, Canada, Japan, New Zealand, Singapore, United States


� In 1998 ABAC called for APEC Leaders to commit to building an APEC Food System (AFS) as a comprehensive approach to action in the food sector. In 1999 in Auckland, APEC agreed that the overriding objective in building the AFS would be "to efficiently link together food production, food processing and consumption to meet the food needs of our people as an essential part of achieving sustainable growth, equitable development and stability in the APEC region." See � HYPERLINK "http://www.apec.org/apec/apec_groups/other_apec_groups/apec_food_system.html" �http://www.apec.org/apec/apec_groups/other_apec_groups/apec_food_system.html�.





