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APEC Business Advisory Council is the official voice of business in APEC

(Singapore) 3-6 April 2013 — Coming
together in the sophisticated conven-
tion center of the Marina Bay Sands in
Singapore, the APEC Business Adviso-
ry Council (ABAC) tackled head on
some of the most important economic
issues affecting the continued growth
of the Asia Pacific region. As the busi-
ness sector counsel of APEC, ABAC's
goal is to develop a set of useful rec-
ommendations on APEC-related issues
and present these to the APEC Lead-
ers in October 2013 in Bali, Indonesia.

In its second meeting this year, the
business representatives from the 21
APEC economies tackled a number
of issues prioritised by APEC, including
the ‘blue economy’, highlighting ag-
uaculture; and promoting innovation
to enhance the economic benefits to
small scale farmers whilst conserving
marine ecosystems of the region.

To advance the issue of SMME fi-
nance, ABAC agreed to establish a
framework improving SMME access

to finance, modelled on completed
ABAC projects, including the Strategic
Frameworks for Food security and for
Energy Security.

ABAC's level of participation in
APEC activity has significantly in-
creased in the past two years as are-
as for open dialogue between APEC
governments and ABAC have grown.
Ongoing collaborative works of the
APEC Senior Officials and ABAC are
directed in the areas of infrastructure
and investment, corporate social re-
sponsibility, services trade and invest-
ment, and on clean, renewable ener-
gy and sustainability.

The Council has also taken the lead
in forming public-private policy part-
nerships with APEC Senior Officials on
food security, women and the econ-
omy, and on science, technology
and innovation (STl). These bodies of
cooperation are currently developing
specific plans to address their con-
cerns. One of these, the APEC Policy

Partnership on Food Security (PPFS),
convened in the margins of ABAC 2
in Singapore to complete its opera-
fional plans and develop a Food Se-
curity Roadmap 2020. Platforms like
these enable business representatives
to provide constructive input from the
policy formation stage to the imple-
mentaftion stage.

ABAC also examined its proposed
stfructure and process in creating an
Asia-Pacific Financial Forum (APFF), a
platform aimed at the development
and strengthening of the region’s fi-
nancial markets. ABAC members,
APEC Finance Ministers and officials
from financial instfitutions agreed to
meet early inApril in Sydney, Austral-
ia, to polish details of the ABAC-pro-
posed APFF.

ABAC will meet again on 4-6 July
in Kyoto, Japan fo finalize their policy
recommendations to APEC Leaders
for this year. =
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Business Anxiety Surrounds New Financial Regulations

(Singapore) 5 April 2013 — The global fi-
nancial crisis pushed some economies
and regional blocs to revise various fi-
nancial regulations to create stable
and sound financial systems. But some
of these revisions, embodied in Basel
ll, the US’ Dodd-Frank Act and the Eu-
ropean Union's Financial Transactions
Tax (FTT) are creating anxiety from the
APEC business community.

In 2011, ABAC wrote to APEC Lead-
ers and to the Basel Committee and the
International Organization of Securities
Commissions expressing concern over
the negative impact of the proposed
Basel lll to SMMEs and frade financing.

Today, concerns remain on impacts
on bank liquidity, as well as the avail-
ability of high quality collaterals, an
increase in its cost of capital, and the
rise of bank lending margins reflecting
increased costs. In this scenario, one of
the unintended consequences feared
is the worsening trade finance condi-
tions and financing access for SMMEs.

Already in the first three quarters of
2012, the volume of frade finance was

8% lower than the same period in 2011
with banks in the west trending strong-
ly downwards. “If the cost of capital of
low-risk/low-margin activity like frade
finance is the same as higher risk/high-
er-margin activity, the banks could nat-
urally move towards not trade finance
but higher-margin business,” says Yoshi-
hiro Watanabe from ABAC Japan dur-
ing the FEWG meeting in Singapore. In
addition, worries surround its negative
impact on infrastructure finance and
foreign currency bond issuance.

ABAC is also concerned about the
US’ Dodd-Frank Act and the EU FITT. Sec-
tion 619 of the Dodd-Frank Act, known
as the Volcker Rule, prohibits banking
entifies to "engage in propriety trad-
ing” and in "acquiring or retaining own-
ership interest, sponsoring or having
certain relationships with hedge funds,
private equity funds or certain other pri-
vate funds, subject to certain exemp-
tions.” The Council believes that this will
be an impediment to the development
of financial markets and would distort
financial markets. The Council is also

worried that provisions of the Act would
lead to discrimination against non-US
entities.

The EU FIT has laws that also extend to
the jurisdiction of other states. The EU
FTT is a group of 11 EU member states
that want to impose a 0.1% tax on eg-
uity and debft transactions, and a 0.01%
charge on derivatives transactions —im-
positions that will occur in every step of
the transaction which would result to a
significant increase in costs. Double tax-
ation is another concern if fransactions
involve institutions and companies out-
side the EU FTT.

ABAC members agreed to commu-
nicate their concerns to APEC Finance
Ministers and to the Chair of the G20
Meeting calling for the responsible com-
mittees to consider the cross-border and
extraterritorial effects of these financial
regulations. Further, ABAC plans to work
with APEC to enhance capability-build-
ing and promote SMME trade financing
amidst these new financial regulations. =

WTO0 ‘Doha Package’ Emphasized in ABAC Letter to Trade Ministers

(Singapore) 6 April 2013 - The World
Trade Organization (WTO) is the cor-
nerstone for underpinning global trade
and regional economic integratfion
and, as such, its mission to develop a
tangible “package” of Doha-related
decisions must be achieved as soon as
possible, says ABAC in its Letter to APEC
Ministers Responsible for Trade (MRT) re-
leased today.

The Council expressed its support to
APEC Ministers "“with global and region-
al advocacy on the primacy of the
WTO’s rules-based mechanism”, and
urged Indonesia, as this year's host to
both WTO and MRT meetings, to pro-
vide strong leadership for the successful
conclusion of the negotiations.

ABAC closely monitors progress made
tfowards economic infegration in the re-
gion, keeping specific watch on three
pathways to the Free Trade Area of the
Asia Pacific (FTAAP), which are the Trans
Pacific Partnership (TPP), the Regional

Comprehensive Economic Partnership
(RCEP), and the emerging Pacific Alli-
ance.

But as negotiations progress, ABAC
believes that APEC Ministers should
create and expand opportunities for
foreign direct investment (FDI) to flow
in the region. ABAC urges both govern-
ment and business to reach out to their
communities to explain the benefits of
FDI for local economic growth and job
generation.

On services liberalization, the business
sector is monitoring the new plurilateral
negotiations progressing in Geneva with
hopes that the rules being developed
will be complimentary to the Doha
Round. ABAC is pressing for the removal
of barriers to trade in services. On April
17, ABAC members will be meeting with
APEC Senior Officials for an upcoming
special public-private dialogue on ser-
vices, followed by a public forum on
April 19 in Surabaya, Indonesia.

For bigger strides in this advocacy,
ABAC hopes that Ministers would con-
sider forming a Services Experts Group
that would form recommendations to
improve global governance of services
trade and investment.

Another issue at the heart of the
APEC goals is connectivity — that is, the
physical movement of goods, peo-
ple-to-people connections, and insti-
tutional development. Re-aligning reg-
ulations to establish consistency and to
develop the soft and hard infrastruc-
ture needed would require the partic-
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ipation of the private sector, both for

chain infrastructure technologies, to im- be presenting highlights of its positions

investments and innovation. In line with
this, ABAC is submitting a specific set of
recommendations, such as using glob-
al product data standards and supply

prove efficiency in movement of goods
in the region.

ABAC members attending APEC
meetings in Surabaya this month will

and recommendations to the Ministers
of Trade. =

Japan seeks to join TPP RCEP and the Pacific Alliance Gain Momentum

(Singapore) 5 April 2013 - Different
pathways to the Free Trade Area in
Asia Pacific (FTAAP) are being pursued
by APEC economies, and each have
reported encouraging progress on the
negotiations.

Negotiators of the Trans Pacific Part-
nership (TPP), a comprehensive and
ambifious agreement being developed
by 11 countries from three confinents,
aspire fo complete a deal by Octo-
ber 2013 in the margins of APEC Lead-
ers Week in Bali, Indonesia. Elizabeth
Chelliah, Singapore's Deputy Direc-
tor of International Trade, reported to
ABAC today that about seven chapters
been concluded while a few more are
“largely completed pending resolution
of other elements in the package.”

Last month’'s announcement of Ja-
pan to join the TPP negoftiations has

Australia, Brunei, Canada, Chile, Ma-

been welcomed by ABAC, which is
fracking the talks through its “ABAC for
TPP" grouping. However, ABAC for TPP
retains doubts on whether negoftiators
can hif fimelines given the complexity
of the negoftiations combined with the
last-minute accession of Japan. Ms.
Chelliah stressed that the TPP Leaders
continue to target completion of nego-
tiations in October.

Another FTAAP pathway being devel-
oped is the Regional Comprehensive
Economic Partnership (RCEP) between
the 10 ASEAN nations plus Australia,
China, India, Japan, New Zealand and
South Korea. According to Quah Zu-
bair, Singapore's Deputy Director of
the Ministry’s ASEAN Division, RCEP will
be comprehensive and high-quality,
delivering substantial improvements on
existing ASEAN+1 agreement on goods,

TPP RCEP

Brunei, Cambodiaq,

Indonesia,

(left) Quah Zubair, Singapore’s Deputy Director of the Minis-
try’s ASEAN Division; (right) Elizabeth Chelliah, Singapore’s
Deputy Director of International Trade

services and investment.

RCEP’s Guiding Principles were laid
out in December 2012, and the first
round of negotiations will commence
on 9-13 May 2013 in Brunei. The Partner-
ship includes more than 3 billion people
and has a combined GDP of about $17

Continued to page 4...

Pacific Alliance

Membership

Coverage

Progress and
Timeframe

laysia, Mexico, New Zealand, Peru,

Singapore, USA, and Viet Nam

For confirmation: Japan

Laos, Malaysia, Philippines, Singa-
pore, Thailand, Timor Leste, and
Viet Nam (ASEAN) + Australia,
China, India, Japan, New Zea-
land, and South Korea

Colombia, Chile, Mexico, and
Peru

Goods, Rules of Origin, Customs,

SPS,

Technical Barriers to Trade, Trade

Remedies, Government

Procure-

ment, Competition Policy, Cross-Bor-

der Services, Business Mobility, Fi
cial Services,
Electronic Commerce,
Intellectual Property, Labour,

nan-

Telecommunications,
Investment,

Envi-

ronment, Cooperation and Capacity
Building, Legal and Institutional Issues,
Horizontal Issues (e.g. REIl, regulatory
coherence, development and frans-

parency, SMEs, supply chain)

Goods, Trade in Services, Invest-
ment, Economic and Technical
Cooperation, Intellectual Prop-
erty, Competition, Dispute Settle-
ment and other issues

Cooperation, Services, Invest-
ments, Movement of Business
People and Facilitation of Mi-
gration Transit, Technical Barriers
to Trade, Trade Promotion, In-
stitutional Matters (Dispute Set-
tlement), Intellectual Property,
and Regulatory Reform

The next meeting of TPP Ministers will
be held in Surabaya, Indonesia on 20-

21 April 2013.

Target conclusion: October 2013

The first round of negotiations will
be held in Brunei from 9-13 May
2013

Target conclusion: end-2015

The next Presidential Summit
will be held in Cali, Colombia
on May 2013.

Target conclusion: mid-2013
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continued from page 3 (Japan Seeks to Join)...

trillion. Together, RCEP member econo-
mies make up about 40% of world trade.

A third pathway to FTAAP has recent-
ly been recognised — the Pacific Alli-
ance Framework, composed of Chile,
Mexico, Peru, and Colombia. Togeth-
er, this bloc would form the 9th largest
economy in the world, and the 2nd
largest economy in Latin America. The

four nations also comprise 35.8% of total
Latin America and the Caribbean pop-
ulation and half of LAC trade.

Formed in June 2012, the Pacific Al-
liance negotiators meet almost every
month to set agreements on the free
movement of goods, services, capital
and people. ABAC Peru reports that
tariff negoftiations were concluded last

(Singapore) 3-6 April 2013 — At the APEC
SME Summit held in Singapore during
the ABAC meeting, Peru's Juan Francis-
co Raffo stressed the key role that SMEs
play in the economic growth in the re-
gion. SMEs represent over 95% of total
private establishments, and more than
60% of total employment in the APEC
region. Despite the number of entities
and personnel employed, they are not
catching up in terms of generating val-
uve added. The sector contributes only
about a quarter of total exports in each
economy which represents more than
45% of the APEC region’s GDP.
Realizing this potential, the Small, Micro
and Medium-sized companies and Mi-
cro-enterprise Entrepreneurship Working
Group (SMMEEWG) focused on address-
ing the barriers to SMME growth and
expansion, in particular SMMEs' access
to finance. ABAC Canada proposed to
work on an APEC framework for SMME
financing that aims to establish compel-
ling arguments for government to sup-
port policies that improve SMME access
to bank financing - regulatory chang-
es, and capacity-building programs
to meet the banks' requirements. The
framework should likewise encourage
private and insfitutional investors to in-

vest in SMMEs, and eventually empower
themselves through start-up programs,
information on financing options, and
SMME trade financing initiatives, among
others.

The proposed project follows the prec-
edent set by completed ABAC projects
such as the Strategic Framework for
Food Security and the Strategic Frame-
work for Energy Security in APEC. ABAC
China and Malaysia agreed to support
and work jointly on the initiafive.

One of the policy developments in pro-
moting the sustainability of small- and
medium-size businesses recommended
in 2012 was the development of pri-
vate-public  partnership  mechanisms
that would help governments catalyse
angel and venture capital for SMMEs.
This was championed by ABAC Cano-
da, which proposed that ABAC should
explore and eventually develop an
APEC oriented Fund of Funds to create a
sustainable venture capital ecosystem.

Inspired by successful venture capital
markets — Silicon Valley, Boston, Singa-
pore and Israel, that had government
support during ifs early days, ABAC Can-
ada reported on their Venture Capital
Action Plan that made use of direct
investments by the Canadian govern-

month, while other issues are expected
to be settled by the middle of this year.
In its letter to Ministers Responsible
for Trade, ABAC reiterated its key mes-
sage encouraging Ministers to ensure
that these FTAAP pathways ‘“remain
compatible with the ultimate goal of
achieving an FTAAP and the spirit of
APEC-wide cooperation”. =

ment and leveraged these with banks
and institutional funds to seed and fund
ventures.

To ensure sustainability of SMME financ-
ing, ABAC Canada outlined recommen-
dations that will be presented in ABAC 3
in Kyofo, including government funding
(with ADB, IMFL, etc.) and incentives to
encourage participation of banks, pri-
vate enterprises and institutions. These
incentives could include tax incentives,
first in-last out commitments by govern-
ment to provide downside protection,
and potential buyout of government at
pre-established rates of return o lever-
age upside. =

SNAPSHOT OF VC IN CANADA

Government has historically used a host of
instruments to support this ecosystem

WANCDGE Cagstal

ABAC initiative on Blue Economy centers on Aquaculture

(Singapore) 4 April 2013-Tasked with
strengthening food security and promot-
ing the growth of the blue economy,
among others, the Sustainable Develop-
ment Working Group (SDWG) listened to
and discussed a presentation by ABAC
Australia on the role of aquaculture in
the blue economy.

Dr. Nigel Preston from the Australian
Commonwealth Scientific and Industri-

al Research Organisation (CSIRO) pre-
sentfed an innovation to enhance the
economic benefits to small scale farm-
ers whilst conserving marine ecosystems.
The presentationrevealed how between
25-30% of marine fish that could be eat-
en by people was being consumed in-
stead in shrimp and fish farms in the form
of fish oil and fish meal. CSIRO is calling
for the development of cost-effective

alternatives. The study also addressed
the lack of effective disease manage-
ment technology, which poses a huge
risk particularly in small-sized farms. In re-
sponse to this, CSIRO has developed the
technology to convert waste products
from terrestrial plants info aquafeed in-
gredients leading to higher and disease
resistant yields, with no adverse impact
on adjacent environments.



APEC Busingds Ackviiory Councll i e o9icial vics of Busiaos in AFEC

ABAC BULLETIN

ABAC New Zealand identified envi-
ronmental protection standards as the
greatest potential barrier to growing
aguaculture in their country, asking at
the same time how forestry and horticul-
ture biomass could be integrated into
the feed stream. ABAC Thailand on the
other hand was interested on how small
farmers could access the new technol-
ogy and ftechniques, and on what role
government could play to overcome
intellectual property barriers.

Fish meals

® Aquaculture
o Poultry

B Pigs

® Ruminants
@ Others

B Aquaculture
O Poultry
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Source: Australian Commonwealth Scientific and Industrial Research Organisation {CSIRO)
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Dr. Preston said that the key in dealing
with environmental issues is rigorous dis-
cussion with government agencies, as
well as the adoption of strict zoning. He
added that horticultural and forestry bi-
omass for aquaculture is technological-
ly feasible if done with care. On IP barri-
ers, the study noted that the aquafeed
ingredient was commercially available,
and that precisely was among their
recommendations — the development
of technology on how to achieve dis-

Aquaculture
Poultry

Pigs
Ruminants

ease free species in aquaculture indus-
tries using sustainable alternatives, and
ensuring access of such innovation and
technology particularly to small scale
farmers.

The SDWG is pressing for the issues
raised by the CSIRO study to be pre-
sented to APEC officials, ideally in the
newly-created Policy Partnership on
Food Security (PPFS) which will meet in
Medan in June. =
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