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I am speaking this morning from several perspectives.

Firstly from my perspective as a New Zealand business leader with interests in the forestry industry, the food industry and the advanced technology industry.
Secondly from my perspective as a New Zealand representative on the APEC business advisory council, where I spend on average six weeks per year visiting the Asia Pacific economies, interacting and debating these issues with business leaders and trade officials from 21 countries in my role as Chairman of ABAC’s Regional Economic Integration Working Group, pursuing the eventual goal of an equitable, open and transparent free trade area for Asia Pacific.
My perspective is necessarily a business one but I recognize that more than just business interests are at stake in this negotiation, with social equity being very high on the agenda of the great majority of the players.

I believe high quality multilateral trade agreements are in the interests of New Zealand business and, I believe, the country as a whole. Most importantly the continued development of the WTO, but also the development of free trade building blocks such as the TPP and the emerging RCEP.

Top of mind in today’s debate should be two critical themes:

a. The increasing complexity, speed and flexibility of modern supply chains. 
The reason why business is so keen to see TPP concluded is because this new arrangement has the potential to reduce the enormous complexity we see today in the way businesses supply goods and services to consumers.  Reducing this complexity is the key to the effective functioning of the global and regional economies.

New technologies, new modes of transportation, multi-country manufacturing, agricultural innovation, and the emergence of new services all rely upon and grow global supply chains. Just-in-time Manufacturing, Inventory, and Delivery have changed the parameters and paradigms of global agriculture, manufacturing, services, trade and investment. The global supply chains that respond to these demands have evolved exponentially. What is possible today was not possible even 5 years ago.

Multi-modal transportation capacity today is available to reach every corner of the planet at different speeds with varying levels of control.

Local, regional, and global distribution networks can connect local producers to consumers in the next town, next city or around the world. They reach local farmers in Vietnam, pharmaceutical researchers in Singapore, artisans in Peru, motor vehicle manufacturers in Japan and food and fibre producers in New Zealand; they link demand to supply the world over, and can be significantly facilitated or impeded by the quality of the trade agreements in place. 

As a trading nation confronted by the two realities of distance and scale, New Zealand’s international supply chains must be of the highest standard if we are to compete. The current prevalence of bilateral agreements has created highly complex and incoherent noodle bowl of trade regulations that today adds time, cost and barriers to entry, and is a major drag on our ability to compete.  

b. The need to create investment, growth and jobs in a struggling global economy.
This should be top of mind as we approach today’s debate.  Certainly as you look around the world today it becomes readily apparent that the pathway back to sustainable growth and economic development  is only likely to be found by increasing trade and investment, by bringing down barriers and reducing costs, and by addressing behind the border impediments impacting on the way business is being done today.

Shifting consumer demand and economic growth rates continue to dramatically re-shape trade and investment flows, with integrated partnerships growing between developed and developing countries and large and small businesses in global commerce, and with increasingly cautious investors looking for higher quality arrangements to protect their capital resources.

This is how business is being transacted.  This is how businesses meet customer demands. This is how jobs and growth are developed.

As global and regional supply chains have developed and increased in complexity and as the balance of economic power with our region shifts, trade and economic co-operation agreements have not kept pace. This has resulted in a two speed global trading environment, where the needs of business and the state of regulation are seriously out of step.
Making it easier to do business is not just about removing restrictions at the border. It requires serious attention to the ‘behind the border’ issues, particularly those issues that impact on business operations and affect the cost and time in which business can be done. 

This requires attention to the laws, regulations and institutional arrangements that shape daily economic activity.  

Several studies by the World Bank, the OCED and APEC have highlighted the clear links between the quality of business regulation, the speed and cost with which business is transacted and economic growth.  One recent study estimates that each day lost in transit reduces export value by at least 1%., with estimates that every day lost in Asia Pacific trade equated to approx. US$325 million of lost value.

Another shows that reducing trade costs by 50% could increase global trade in manufacturing by up to $377 billion a year and triple the benefits for consumers from tariff reductions.

So why TPP?

The TPP will help to remedy this situation - both amongst the eleven, and the other economies like Japan, Thailand which may still join and, ultimately, by being a credible pathway to a wider agreement in Asia Pacific region encompassing all 21 members of APEC.

TPP can unleash new business opportunities by supporting the development of the global supply chain and incorporating a greater degree of regulatory flexibility to govern supply chains as they respond to market demands.  

TPP provides an opportunity to adopt a more rational trading framework, a common approach to addressing the main chokepoints and more coherence between regulations applied in the region.

To live up to its promise as a “high quality” agreement, TPP needs to create an environment that makes doing business easier - low compliance costs, simplicity of rules and transparent regulation that provides certainty and security for business.

This business-friendly environment would have particular relevance for SMEs. It needs to remove the horror of that complex noodle bowl for SME’s in particular. These challenges reflect the fact that SMEs around the region are playing an increasing role as vital components in regional supply chains. 

Improvements in procedures for trading across borders in the APEC region would provide significant benefits for businesses in the APEC region, but particularly for small businesses on which the burden of such procedures falls disproportionately.

Although increasing the efficiency of supply chains is important to both larger and smaller companies. Working to improve the efficiency and effectiveness of procedures for enforcing contracts could improve the business and trading environment for small and medium enterprises. 

A regional approach to intellectual property rights that strikes a reasonable balance between the interests of the creators and the users of IP could likewise promote SME growth.

If TPP is going to be “high quality” it will need to address business issues like these.

Business creates value by applying innovation and business processes which ultimately meet customers’ needs.

Too much value is lost when the cost and difficulty of doing business is too high.

There are many factors that contribute to the ease of doing business, many are tied up in domestic policies making this a complex and difficult area to deal with, even harder than tariff barriers.  

That is why business continues to push for progress, to ensure that reforms to improve the ease of doing business don’t get put into the too hard basket by governments.  

In TPP we can begin the work that is urgently needed to reduce costs across the region as a whole.

If TPP has this focus, it can enhance its relevance to business, particularly SMEs, and deliver on its promise of quality.

That’s why business in New Zealand sees value in the TPP negotiating process now under way and why TPP has the capacity to change the way business is done in the region and beyond.

