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

DA NANG, VIET NAM, 24-27 AUGUST 2009

Summary

The Da Nang ABAC meeting:
· Finalised the annual report for presentation to Leaders at the November APEC Summit

· Agreed to recommend to APEC Leaders to set a definite timetable for moving forward on the Free Trade Area of the Asia Pacific (FTAAP), to resist protectionism by reversing trade restrictive measures that have been implemented by APEC economies and by concluding the WTO Doha round and to take steps to increase investment flows in the region
· Agreed to send an ABAC delegation to the WTO in September to press for a conclusion to Doha: Tony Nowell will participate in this mission

· Continued to make progress on projects related to labour mobility, transport logistics, competition and SME innovation
· Agreed to commission a review of the APEC Food System and to develop a set of principles on emissions trading schemes (ETS)
· Finalized procedures for ABAC’s annual Dialogue with Leaders – PM John Key will be in the same group for this as President Obama.

Introduction

1. The main order of business for ABAC’s third meeting for 2009, held in the Viet Nam’s third city, Da Nang, was to finalise ABAC’s annual report to APEC Economic Leaders.  This report forms the basis for discussion at the ABAC annual Dialogue with Leaders at their Summit in Singapore in November.  The report includes a covering letter, executive summary and more detailed recommendations relating to each of ABAC’s work areas in trade liberalization, trade and investment facilitation, finance and economics, SME capability building and sustainable development.  

2. The Da Nang meeting was attended by all three New Zealand members - Tony Nowell, John Blackham, and Gary Judd as well as by Senior Policy Adviser Stephen Jacobi.  The team’s objectives for the meeting included ensuring strong references in the final report to the proposed Free Trade Area of the Asia Pacific (FTAAP) and to the need to continue to be vigilant in monitoring protectionism; making further progress on a pilot programme for SME innovation; raising views and concerns related to currency volatility, climate change and energy; and exchanging views more generally on the economic situation in the region and prospects for recovery. 
3. The mood of the meeting was noticeably less sombre than at the last meeting in Brunei in May.  The consensus seemed to be that while green shots in the global economy were increasingly evident, they had yet to take bud and considerable downside risks remain.  There was a clear willingness to be bolder in terms of recommendations to APEC Leaders which could make a significant contribution to recovery in the regional economy: and this translated into the agreed language, drafted essentially by New Zealand, recommending that Leaders move to set a timetable and modalities for initiating the FTAAP, take steps to resist protectionism and increase investment flows.
Moving forward with FTAAP
4. There was general consensus in the meeting that initiating FTAAP should be advanced as ABAC’s principal recommendation to Leaders.  Members discussed the background to FTAAP, the progress made to date, the substance of the future agreement and how the concept could be advanced more forcefully including by setting a timeframe for devising modalities and commencing future negotiations.  The need to build a different type of FTA was stressed including the goal of promoting a goal of “inclusive growth” where all economies and citizens could benefit and including new generation business issues not wholly covered by existing FTAs (eg financial services, investment and behind the border issues).  Specifically ABAC is recommending to Leaders that Trade Ministers should be instructed to finalise modalities at their mid 2010 meeting for decision by Leaders at the 2010 Yokohama Summit.  Securing this positive language and overcoming reservations on the part of at least three members, was a significant outcome from this meeting.
Monitoring Protectionism

5. The Liberalisation Working Group (LWG), chaired by Tony Nowell, received a presentation from Willy Alfaro, Senior Counsellor in the WTO’s Trade Policy Review Division which focused on the findings of the latest WTO report into trade measures undertaken since the financial crisis.  The report finds that while “high density protectionism” has thus far been avoided a number of economies have resorted to trade restrictions while others have introduced trade liberalizing measures.  The use of trade remedies such as anti-dumping is also on the rise. Alfaro stressed that many of the measures would appear to be consistent with WTO rules and disciplines but were trade-distorting nonetheless.  This meant that ongoing vigilance was required from the WTO and from business particularly as pressure on global employment mounted.  Alfaro’s remarks generated considerable discussion with some members expressing satisfaction that the risks of protectionism were much less than at first feared and suggesting that this issue need not figure so prominently in ABAC’s advice to Leaders.  Others felt that the issue needed to remain both on the LWG agenda and references to resisting protectionism were incorporated into the letter.  It is fair to say however that these references were somewhat less strong than New Zealand would have preferred.  In particular references to specific trade restrictive measures revealed through ABAC’s monitoring process (see further below) were not listed and there was no call for Leaders to resist reversing measures such as export subsidies which, while consistent with the WTO, serve to restrict trade.  This was disappointing in our view.
6. Following through on ABAC’s earlier decision to institute an ABAC system for monitoring protectionism, Stephen Jacobi spoke to a report which had been prepared on the basis of notifications of trade measures received from six ABAC members including New Zealand.  While this low response rate might suggest that protectionism was less pronounced than some believed, on the other hand the process had revealed actions by some APEC member economies to put in place restrictive measures including raising tariffs within WTO bindings, instituting various “buy local” commitments, sometimes at a sub-national level, and resuming export subsidies.  In the light of the low response rate and the effectiveness of the WTO mechanism it was agreed – again to our disappointment - that the notification process need not be continued.  Further monitoring will take place on the basis of WTO reporting.  Unfortunately these reports give little indication as to the business impact of restrictive measures.  
Concluding Doha

7. Tony Nowell presented a report on the stage reached in Doha and the prospect that political momentum was building for a conclusion in 2010.  ABAC’s earlier decision to send a delegation to the WTO was confirmed and a three member team including Tony Nowell, ABAC Chair Teng Theng Dar and incoming Chair Gempachiro Aihara will visit Geneva 16-18 September.  ABAC New Zealand and the New Zealand mission in Geneva will have a major role to play in organizing this mission.
Addressing the economic crisis

8. The meeting noted the improving economic indicators that are evident across a range of APEC economies.  This improved economic performance is partly the result of companies restocking after a significant downturn but also more significantly the consequence of stimulus measures initiated in the larger economies: these measures are now coming to end and the transition to the next period will need to be carefully managed – too quick an exit from the market on the part of governments could reverse the positive trends.  Household balance sheets across the region remain fragile. Further ABAC recommendations to Finance Ministers were finalized at this meeting by the Finance and Economics Working Group (FEWG).    This included actions to strengthen capital markets by enhancing currency swap agreements, improved financial regulation and supervision and increasing transparency through improved credit rating systems.  ABAC is also urging APEC to launch a Financial Inclusion Initiative to strengthen social safety nets and thereby complement the goal of inclusive growth.
9. In the FEWG meeting concerns about the instability of the US dollar as reserve currency were registered by Gary Judd and further developed in a paper presented by ABAC China. Gary also drew attention to recent comments by the World Energy Agency’s Chief Economist about the prospect of future oil shortages and consequent oil price rises which could also impact negatively on global economic recovery.
Facilitating trade and investment
10. The Facilitation Working Group (FWG) agreed to recommend to Leaders that to facilitate the recovery increased focus needed to be placed on increasing investment flows by improving transparency in the regulatory environment and the quality of decision making.  This matter was reflected in ABAC’s letter to Leaders.
11. FWG also discussed a range of issues that have the potential to improve the flow of goods and services across borders and substantially reduce business costs.  FWG took note of continuing progress with a project to gather information related to labour mobility and how the issue of ensuring access to labour is reflected in FTAs. It was agreed that this issue would require a higher profile in the future.

12.  The results of an ABAC pilot project to improve transport logistics and road safety will be presented to an APEC Transport Ministers meeting to be held on the margins of the first ABAC meeting to be held in Melbourne in February 2010. Australia had previously sought New Zealand’s involvement in a  group of five economies (Australia, New Zealand, Malaysia, Thailand and Singapore), to support a research proposal to scope and identify the key common transport logistics safety issues within the five economies
13. An update on ABAC’s initiative, led by ABAC USA, to establishing principles for procedural fairness in competition policy was also given.  The principles will be further discussed at a symposium in Japan in early March.
14. ABAC noted with concern that APEC’s goal in achieving a 5% reduction in transaction costs was unlikely to be met through the existing trade facilitation agenda.  Some further thought will need to be given to accelerating this agenda to ensure its goals are met. 
Enabling SME innovation


15. John Blackham updated the Capability Building and Action Plan Working Group (CBAPWG) on the pilot project, championed by New Zealand, to establish a framework for enabling innovation by SMEs.  The project foresees the establishment of a mechanism for addressing the weaknesses of the innovation system by facilitating collaboration between SME innovators and larger corporations providing market access.  The focus of the programme is now on developing a platform for means of providing funds to help SMEs develop their innovation in concert with global corporations, which could be adopted by interested APEC economies. 
16. Three SME events will be hosted by ABAC in the next period including in Peru and China in September, feeding into the APEC SME Ministerial in Singapore in October.  It is ABAC’s intention to hold regular SME events every year.  
Promoting sustainability

17. ABAC’s Sustainable Development Working Group (SDWG) endorsed an approach for a strategic review of the APEC Food System: this will be undertaken by the International Policy Council (IPC) with funding provided by ABAC.  Some initial findings were presented at the meeting which will be further refined with input from ABAC members for presentation to APEC senior officials in February.  Tony Nowell emphasized that the review should seek to come up with a clear view of the pattern of demand and supply in the region and the barriers that existed.  ABAC also agreed to recommend to APEC senior officials that an APEC Food Dialogue be established so that strategic issues could be taken up in a systematic way.  The significance was also noted of Japan’s intention to host a meeting in late 2010 of Agriculture Ministers to consider food security issues.  
18. An ABAC Energy Efficiency Forum was held prior to the ABAC meeting and an Energy Forum will be held in Singapore on 12 November.  A series of energy events is planned for each of the next three years reflecting the growing importance of energy supply and demand in ABAC’s agenda.
19. SDWG agreed to recommend to Leaders that tariffs on environmental goods and services should be reduced and that steps should be taken to liberalise trade and investment in energy.  A proposal to develop some principles for emissions trading systems proved more contentious with several members questioning the desirability of ETS as a carbon mitigation strategy – some further work will however be undertaken for the next meeting.

ABAC dialogue with Leaders

20. The meeting confirmed the procedures for the end of year Dialogue with Leaders.  This will see PM John Key in the same group as President Obama along with the President of the Philippines and the Prime Minister of Papua New Guinea.  Tony Nowell will assist with facilitating this session.
Conclusion

21. In our assessment the Da Nang meeting came up with a strong message to Leaders on moving forward with FTAAP.  While the messaging on protectionism was somewhat less than hoped for, good progress was made with a range of other projects and initiatives. ABAC appears well prepared for the end of year Dialogue with Leaders against the background of an improving, if fragile, regional economy.
For further information

22. Please contact Stephen Jacobi at 0294 725 502 or Stephen@nzibf.co.nz.

23. Copies of ABAC’s letters to APEC Leaders and APEC Trade Ministers are posted along with other information  www.nzibf.co.nz.
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