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CHAIR’S SUMMARY
The 4th SOM Policy Dialogue on RTAs/ FTAs was held in Ho Chi Minh City, Viet Nam on 28 May 2006 with the participation of APEC Senior Officials, various speakers from private sector and participants from APEC member economies. The morning session was devoted to a dialogue between APEC Senior Officials and representatives from the private sector for discussion on the development of RTAs/FTAs in the APEC region and their impacts on the business sector. Business representatives suggested practical recommendations for SOMs’ consideration, in particular possible ways in which APEC future work on RTAs/FTAs can help facilitate business in the region (detailed recommendations are reflected in ANNEX I). The main recommendations can be summarized as follows:

1. The multilateral trade liberalization system remains the first priority with RTAs/FTAs being complementary mechanisms to achieve free trade. 
2. Businesses support trade liberalization in a very practical way. Businesses expect APEC governments to progress trade liberalization in many ways through multilateral, regional or bilateral tracks.

3. The new environment resulting from trade liberalization should be as predictable and transparent as possible, to facilitate business transactions and investment decisions.

4. A fair playing field and opportunities should be open to all, especially SMEs and Micro-enterprises (MEs) since the opportunities are normally monopolized by the major players in the region. New mechanisms to assist SMEs and MEs to benefit from RTAs/FTAs should also be prioritized.

5. APEC should encourage development of comprehensive FTAs encouraging substantial trade in the region In that regard, business strongly supports APEC development of Model Measures for FTAs and RTAs. This will help us in addressing the RTAs/FTAs “spaghetti bowl” problem.

6. Trade liberalization, either under the framework of FTAs, RTAs or WTO should ensure that entrepreneurs will be able to tape on opportunities regardless of their size. Therefore technical cooperation and elements such as technology transfer could be included in trade agreements.

7. Trade liberalization and therefore FTAs/RTAs are not a panacea for growth and prosperity - it is just one avenue, and must be accompanied by micro-and macro-economic reforms, behind-the-border initiatives and structural adjustment programs in APEC member economies.
8. Harmonization of standards and simplification of regulatory frameworks are also crucial elements of high quality RTAs/FTAs.

9. Business would like to see APEC give consideration to the idea of an APEC-wide FTA, currently being examined by ABAC.
10. APEC governments should undertake outreach and training activities to raise awareness of the economic opportunities of new RTAs/FTAs as they are negotiated and concluded.

11.  Closely related is the need to strengthen the capacity of the APEC Secretariat to support work on RTAs/FTAs and these related agendas.   
12.  This RTAs/FTAs policy dialogue between SOM and private sector representatives should become a regular feature on the annual APEC work program.

During the afternoon session, Senior Officials had very productive discussion on the recommendations raised by business representatives and how to accommodate those recommendations into APEC future works on RTAs/FTAs. Senior Officials in general support the practical recommendations, including on the issues of (i) the development of non-binding model measures for RTAs/FTAs as an useful tool of reference for APEC member economies; (ii) the need for enhancing RTAs/FTAs related capacity building programs; (iii)  the necessity of further assisting SMEs and MEs to benefit from RTAs/FTAs; and (iv) the need for awareness raising for businesses with regard to RTAs/FTAs. Senior Officials also appreciated the usefulness of this informative and constructive dialogue and stressed that such a dialogue should become a regular item on the annual APEC work program.

Senior Officials agreed to note those recommendations from the private sector and to report to MRT 12 for Trade Ministers’ consideration. 

ANNEX

SPECIFIC POINTS OF BUSINESS RECOMMENDATIONS

I. Recommendations from presentation: “Viet Nam & FTA/FTAs: Perspective from a developing economy” by Viet Nam Chamber of Commerce & Industry (VCCI).

VCCI Viet Nam noted that influences of free trade often are two-sided. On the one hand, free trade helps to create large markets and encourage production and exports. On the other hand, if the domestic economy as a whole is not strong and competitive enough, many economic sectors may forfeit even in the home market. Put simply, the home market will shrink and lots of enterprises that are rather weak and uncompetitive will be in danger of bankruptcy. Moreover, to obtain the benefits of RTA/FTA we have a simple rule of origin and effective customs procedure otherwise administrative complications could severely diminish any potential benefits of FTA and further accentuate trade and investment diversion.

The VCCI support the idea of PECC which have been endorsed by APEC leaders that a “best practices” RTAs should among other things:

1. go beyond minimum WTO requirements

2. being comprehensive in scope, providing for liberalization in all sectors

3. phase-out periods for liberalizing of sensitive products to be kept to a minimum

4. are seen as first steps towards multilateral liberalization at a later stage

5. have simple rule of origin

6. allow wider accession on negotiated terms and conditions

In particular, VCCI supports ABAC ideas that it is important that FTAs and RTAs remain WTO plus that is they provide a degree of liberalization and commitments to issues such as trade facilitation and protection of intellectual property rights that go beyond the level being negotiated in the WTO. ABAC commends APEC’s efforts to develop model measures for common chapters in FTAs and RTAs. The Model Measures for Trade Facilitation provide a basis for negotiation and development of a high quality trade facilitation chapter. We should continue to identify new FTA/RTA chapters for the development of model measures while considering chapters which would be most beneficial to the private sector and best serve to enhance trade and investment in the region

II. Recommendations from presentation: “Mexico, perspective of an economy with multiple RTAs/FTAs, the benefits, opportunities and challenges”, by Mexican Foreign Trade Business Organizations Network (MFTBON)

1. MFTBON believes that an FTA have certain advantages over Multilateral Agreements, such as: (i) Providing a definition of criteria to promote business development: rules of origin, standards, dispute settlement, etc.; (ii) Establishing simpler mechanisms for negotiations, monitoring and control; (iii) Promoting greater participation of the Business Community; (iv) The fact that there are fewer participants makes it easier to reach consensus; (v) Invariably, they are aligned with the World Trade Organization’s principles and (vi) Partners’ expectations are attainable in a shorter period of time than multilateral agreements.

2. The benefits obtained by consumers as a result of greater competition in the internal market arising from trade liberalization, providing advantages in acquiring inputs to be incorporated into their production or in capital goods in order to enhance their operations, or in consumer acquisitions. Other advantages of negotiating FTAs and RTAs lie in the opportunities to access new markets with preferential treatment. Another significant benefit is the legal certainty obtained from FTA and RTA negotiations, which guarantees the ability to plan the future of the investments made or about to be made with confidence and conviction.

3. The private sector does not have the responsibility to make political decisions, but they are responsible for freely and with intellectual honesty and to the best of our abilities, telling our governments, what in our view is fair, including academic thought and business expertise. The governments will have to decide on and if appropriate, shape an eventual trade agreement; however businesses will share government’s responsibility with its judgments, suggestions and proposals.

III. Recommendations from presentation: “Multilateral trade liberalization is most desirable way for development” by US ABAC Member, FedEx Senior Executive

FedEx representative is of the view that while multilateral liberalization of trade is most desirable because of it simplifies administrative burdens for business people, companies such as his will continue to support liberalization on a bilateral or regional basis as this method has yielded more results than the WTO. FedEx stressed that efforts to identify and implement Model Measures for RTAs/FTAs is the right thing to do and that it encouraged APEC to continue to do this.
IV. Recommendations from presentation: FTAs/EPAs - Will they bring a rosy future to us? Perspectives from SMEs by Founder and President of IRIS Research Institute, Japan

1. IRIS focused on the issue of Winners and Losers as well as the shadowy side of FTAs. FTAs might accelerate the widening of gap between the Winners and the Losers. In this process, big companies are always in the Winner position and the SMEs and Micro- enterprises are in the opposite position of the Losers. The 1st recommendation for the APEC governments is to become a mechanism to help the Losers, in other words, to give a second chance to Losers. Appropriate policy is the main instrument to help achieve this goal. The government should give business sector, especially SMEs and Micro-enterprises the opportunities which are normally monopolized by the major players.

2. IRIS also raised the question of what happens if dispute arises and “does private sector have any third party namely “fair judge” in FTA?” From that point, the second issue for APEC government is to establish a mechanism to play a role of “fair judge” among FTA partners within APEC by creating a Quasi-judicial committee in APEC, together with the endorsement and commitment by member economies.

V. Recommendations from presentation: Trans-Pacific Strategic Economic Partnership, Singapore’s Experience in RTAs/FTAs by the CEO, Intraco Ltd Singapore.

1. Reducing tariff and non-tariff barriers to trade and investment is only one side of the equation. By creating greater awareness of the economic opportunities that lie across the Asia-Pacific, the RTAs/FTAs in general and the TPSEP in particular have helped bring down an intangible, yet very real barrier to trade and investment;

2. RAISING AWARENESS: Business communities need to understand the fact that FTAs can actually help them in their business activities. As such it is prudent for governments to specifically market the RTAs/FTAs to them to increase their awareness that they can use this agreement for their benefit;
3. Appropriate education is required to enable companies to fully understand how RTAs/FTAs can affect their activities in doing businesses. For instance, Singapore recently held a 3-day FTA Certification Program to equip Singapore-based companies with the necessary skills to interpret and implement FTA knowledge;

4. The matter of strengthening technology transfer and capacity building among member economies with an aim of generating synergy between economies and it will lead to higher productivity gains;

5. ABAC is now moving ahead with its feasibility study of the FTAAP, where in a way that can be considered as a TPSEP + model. The TPSEP leading to the FTAAP will mature into an agreement that could eventually include more APEC economies, so that it will fulfill its potential of helping us achieve the Bogor Goals of free and open trade and investment. Considering the possibility of developing and establishing an FTAAP for the sake of APEC business community.
VI. Recommendations from presentation: RTAs/FTAs: Perspective from business by the Chairman of the Horticultural Export Authority and Director of the New Zealand Institute of International Affairs

Chairman of the New Zealand Horticultural Export Authority, Mr. Brian Lynch focused on the “model measures” for FTAs-PTAs, on capacity building implications, and on the concept of a Free Trade Agreement of the Asia-Pacific (FTAAP).

1. The main factors businesses, especially SMEs and Micro-enterprises consider in making their decisions about trying to enter overseas markets. There are many difficulties in this process and it is even more difficult for enterprises in the context of the RTAs/FTAs spaghetti bowl in the APEC region and the world; 

2. The Model Measures for Trade Facilitation adopted by Leaders in 2005 provide a valuable case-study; they offer a basis for negotiation of a high quality trade facilitation chapter. Going forward, ABAC will look to work just as willingly on measures in relevant fields such as standards and conformance, IP protection, e-commerce, anti-corruption, competition policy and government procurement. It is acknowledged that model measures are non-binding and without prejudice to the content of individual agreements. Within those limitations, ABAC's goal will be to have every agreed ‘measure’ achieve the highest possible level of objective standard of best practice. This includes a commitment to assist with capacity building in particular economies where necessary, and in meeting the region’s ECOTECH needs

3. Mr. Brian Lynch  also came up with six key findings and/or recommendations to SOM and higher levels as follows:
(i) Recognizing that high quality sub-regional agreements have value and are of potential benefit to business;
(ii) ABAC supports for the ‘model measures’ exercise, objectively-based, and its interest in further active participation in drafting additional chapters that reflect particular ABAC priorities;

(iii) Special support for a comprehensive, easy-to- follow, ‘Catalogue of Agreements’;

(iv) The themes and specific recommendations from the May 2006 Montreal symposium on “an enabling business environment for private sector development” are worthy of serious attention from Leaders, MRT and officials, especially the link established between an economy’s regulatory framework and its economic performance;
(v) Urges a sympathetic and informed understanding of the reasons behind its decision to commission a feasibility study of the FTAAP concept; and

(vi) Dialogue between SOM and private sector representatives should become a regular feature on the annual work program of both parties.

1

