AT e B &AM E AL BREE
(HEBRA - A ERER)

3 2012 % 3 A @R A A HAPEC)
@ % R 4% — R REC)EAR W AR B

it B A B R B | wom 0 B A

IR SRR B A AE % % 4o
A REREREE &R B S R
ﬁﬁh&ﬁﬁ oA B ki P 3 X 4% ES
AR EREREE XM T R B VIE ¥
wﬁ%@ﬁ% = IR S T4 I MR B £33 A
ﬁ&%ﬁ%%&%ﬂé%%ﬁﬁﬁ &K BRI
RGO RERAMAREARR  ¥M%R R S5k
é?*“f\iﬁ*Aﬂﬁﬁﬁjuqﬂxa _ iR ‘ BE R
AHBEATRERE %8 WXE
4

THIEAMREEEREB BRI R B Ris R

o EARRCY SRR g
FUFR 101 F£2 A 11 BE LS B
ZAME 101 £3 A 108






R

B &S : | |
HARE 2012 Eﬁﬁ@%@%cmﬁﬁﬁﬁw&%(m)gmmam@ |

W
HE SRS (2 AL BLTA
22 TR R BN
A B ARG R T A GG R
EER Oz s OFfgE ORE
lﬁ-ﬂh,_iﬂl#@l%%% (B e - BRI - SWHIASE)
HHERMARE @ 10143 A L EZE 1014315 B G ER: 03 AI0H
| (PRASE EL

g it (ACCUARE T B TR R

G S B E

w4 PR S

s S

6 D AHE 2 R

007.3% LIS

O SR » [ | PR R DO DRI
o ppva TR SRR DR
s DETRCRME | ORI
e T

Clo A HEE s s - HEIRT 2 AE
A R A N GRIEY) » A TR

B ORISR

R

CIEAL
C110 At T B RT3t
AR T SR B AT AR
L -
) ¥ 2 Ao~
ST - |

L SR R R AT RTHA N BB AR ATTIRG -
=~ SR RIERIRSTA PR R A B RS R C B AR R
S AT H B 1 Ry







HE 2012 % K@K A FF#B(APEC)
@%%ﬁ?% kﬁﬁﬂﬁh%ﬁﬁ?ﬁﬂ@ﬁ&

B %

B s BB rover et 3
5. #RBE

BB R B E R e 9

=~ APEC SERBFFFER R oo 19

= -@ﬁﬁﬂﬁﬁﬂ'ﬁ@' ..................... et 21
2 ARBEBEEIEIR 23
B R |

— 12012 ECl €332 (CGULi-43E @ 2012/SOMI1/EC/001)

= + Competition Policy and Law Group (CPLG) Work Plan and
Collective Action Plan in 2012 (34 3% + 2012/SOMI/EC/005)

= ! Work Plan for the Competition Policy Friends of the Chair Group (3C
R4 5%  2012/SOMI/EC/006) :

v : Work Plan for the Corporate Law and Governance Friends of the
Chair Group (X # 3% + 2012/SOMI1/EC/007) '

& Work Plan for the Ease of Doing Business (EoDB) Friends of the
Chair Group (304 4% + 2012/SOM1/EC/008)

75 * Work Plan for the Public Sector Governance Friends of the Chair
Group (X 4% © 2012/SOM1/EC/010) '

4 { Chinese Taipei’s Update Report on the Roundtable Discussion on
Improving Public Sector Transparency: Good Practices and Reform

Experiences
A ! Work Plan for Regulatory Reform Friends of the Chair Group (x4

5% ¢ 2012/SOMLI/EC/011)
U ¢ Draft Initiative “Annual Repotting on Implementanon of Individual
APEC New Strategy for Structural Reform (ANSSR) Plans” (X #



5% 2012/SOMI/EC/024) - oA
-l-  APEC, ECOI’IOIIIIC Trend Analy31s (5(4#%5’55}% 2012/SOM1/EC/025
" Revl)
+— ¢ APEC Tnnovation Strategy (X AF45% - 2012/SOMI/EC/028)
+ =  APEC Strategy for Cooperation in Innovation (3044 % %% :
2012/SOM1/EC/028a)



— AWM AL

$@mD#MﬁﬁﬁrA%%”%@%ﬁmMD%ﬁ%“
WA BA2R 6 R BN R A RAT > BB £ ek RECI
KEAERE ORSETUER X T ) HAEE > 2T
& Aﬁ@éﬁ%ﬁ% S

‘?ﬁ.ﬁﬁ@

8 20114’%{6 2 EC**#%i’ii%%L#F*ﬁﬁ“ﬁ% Hikwl R
MBAEE) AP EBREFANLFEE) s HFHRCE
MEE) - EHRAE(ERES) > 23 6B EHGH E
H)SAEAR B, 0 SA R W F o R Bk A 48 (CPLG) (B A £ %) -
ARECIE#E Bh243% TAPEC &4 % 7 % % (ANSSR,
APEC New Strategy for Structural Reform) ; ~ S $ 8% ~ &
BARA R A kR RG ER A %ﬁ«ﬁ#%ﬁ°'

3\@a§§%$‘

(—)A B ANSSR 2015(APEC New Strategy for Structural
Reform 2011401&45;&&#&&1.4};

zh#—i?ﬂ%@i% %‘%& E&ﬁm}e%ﬁ%sﬁw ANSSR 2015 z:\,iﬁ%ﬂ
/ﬁ,#&ﬂ'— 3&75‘%} ﬁrr—i:-@@ll)%i%@%%éé—l 5 APEC &
R ;‘% # SOM3 ANSSR FOoTC 42 % - z%*%;ﬁf\ 2013 f:p;g
ANSSR 2015 ”rizﬁﬁ ti’ A5 "&’J"HT*Q‘E%\’?E e
| "?k’%r&ﬁ RE = @%"f""é ) IR TAefh % SOM B
Wz +£$—e% » EC IMF_,E\-&& i%ztffﬁﬁ% &, o i%%"%z EC
EREALEETE  ARERT B CRIILBALTF A
Bz 3w sihdg o FC RA G ERENY aﬁﬂ@ﬁa/\%@mﬁ

3



ERBEBERTESR -
(DEC B HM AR 5 £ T EMTHY
—ﬁ%iﬁtﬁ&%ﬁrlﬁi /1 4(CPLG)

1CHG£%*$%B¢AHmﬁ%ﬁﬁwﬁ%féﬁ
CBEATFe)EH- | -
Mkﬁ(f\%é)ﬁa#ﬁﬁli—@%& %%ﬁcf\ %zf'\
é%ﬁﬁ%&%%é%zﬁ%kWEMHﬁﬁi
£ 10% - Bed it TATH BEATRBEBE
BB B4 A r’\—'{-x%é%@u’lﬁki
"Mﬁ\ﬁiﬁﬁaéﬂﬁﬁé$émﬁf%ﬂ )

—ﬁ%ﬁ:%

".fﬁzﬁ(’\%@)ximAP}zc ﬂ‘*ﬂiﬁ ++Ei¥ﬁz%ﬁ$&—*h
ghak sy 2 APEC SR FBURE R E RS H &~ BoLiL
B 45T o AR - BRFECERBRREIESL BR
FRMEAM - CPLCG ERATHFERBHMETZH /) k1
HAT ARG »”iﬁﬁu%%ﬁﬁﬁ:ﬁ%ﬁ HEF’M\O

'_Aqmwﬁ@ﬁ__”

Mg 12 FoTC haifhsAA m*ﬂil%fﬁ’%? 240 *H%"‘a
B S BB E R 245 8 £ (2011) 4 APECEC2 ¢ isés
%ﬂ&é MRS RAE %—-Féman%ﬂ/\é] ;ﬁﬁa,ﬁgaj&—r
(Lesson from the financial crisis for co1p01ate governance
and law) | z*‘%@é —ﬁaﬁ(’“‘*”%)i%*ré?- S i%—“/\ HA 0 i
w33 A 2013 F EC2 55%’;% B £ 3% ﬁ(roundtable
dlscussmn) ;[M’\ 2014 # ECI é&gﬂj ﬁk%#&ﬂ‘* °

—#ﬁ'ﬁ‘fiﬂ)i |



LR R4E 44 0 APEC ® sk %48/ @ (PSU, Policy
‘Support Unit)3k % » 2009 £ 2011 E#9R] » S A4E 48
RIRZ(MAMALE - EEEE BRE S PITHEHR
L OBSFEBESTAGHCRARES LM EELL%N
AR BEE Y% R ENG AR EARm T AN
ZH S IRBELEEL  RELEARIENT T HME
%jﬁﬁ%gﬁﬁfﬁmﬂﬁjﬁiﬁgﬁﬁ;%%
me & AMBRBAREITHNEM -
2.4 B EY %i]MB%#W¥%% 5
- (dlagnostlc consultatlons) *{% # AR v%— é*gﬁﬁ g“g; fbi A{’p 48
R R AHRAR M AR 2 Bk SRR EHRE
 %%&%%51%%m@%ﬁ% iﬁﬂ*mﬁkﬁ
Mﬁ%ﬁ%%%%ﬁa&mm% iiﬁﬁﬂém
. Eé; °
gKD@%ﬁ%ﬁlmﬁﬁﬁﬂEmBﬂz’M@%ﬁ@
| WA$IM%U%A7%ﬁE$%m1NWm%%ﬁ
'%%%%l@ %%A$ﬁ2$2mgﬁﬁﬂﬁ
_z&*izmzﬁmzmz sesh > sk A TRATR
'%J%%éﬁﬁ ) 42 5 RAABZAAEGBER Y AR
R AHAE . BBM B kIR~ A6 RS
-%W%&M%kﬁ%MMMMEﬁﬁiﬁﬁﬁﬁ
_(@a$ﬁﬁlﬂﬁfﬁ R BRI E B A
R THEE ’f“'%‘_; %ﬁ’fTZ’bﬁ%@’ﬁ% EHAH &R
B AR AL - ARILEA b
NAEE=FE@ o RHBEP I OERT TR
/~@%ﬁﬁﬂéz%&ﬁﬂ%%ﬁ%z#ﬁéﬁﬂﬁ
bR RFINOCEERDTAE TEEEZE, B
R E Eﬂ%$kéﬁ%@ﬂﬁﬁ&%%ﬁ‘

5



A EBEREH G o BT RINSQ012)%E
3 ARRSHREAR I HBRLRENE > TH
RS ARB2LREBRLEERBT LRARERS -
BRITBTHRAEALE THAEE, 542 BB
AFERTEBBAMEE - AoF > Kook
C BRBARRETRTAGIRFE A K) Ldhs
RN THREXEFRTERTERS -
_awmwE e

LA R A PIE I E I A A A
R4 2011 £ BC2 23T RIANFIIBRI—RIFEH
- | _;__"iégEiiﬁ%%ﬁ(Ro@ndtableiDiséussion on Improving Public

Sector  Transparency: Good. Practices and Reform
Experiences) ; B £ &38 2 W3 EH -
2B WA 20122015 2 TR EAE] & P BN

. BCAMERABRARE  RERREBMEMHM

- BATHRAREE - BT I RSN T ARE
 RABBRE  AEANITEE AR TR AL -

BAMBTAE )2 2013 £ APEC &5 R w4

(AEPR); 2 XA @@ BMHH - ACHRAEAE L

CTARARIR T B - ERRATIRWE 0 AR A

42 3t — 48 3 %% A& Enhancing fiscal transparency and
- - public accountability 2 Imprbving the quality of public
 service HAMARAN  ERI BN GABRUN G B

AR R @A EC X5 A APEC BE A -

= RAEFERAE E T H(GRP, Good Regulatory Practices)
© LET GRP WM ARRE o KSR S GRP



ﬁ®%1%ﬁﬂ*$ﬁ ﬂ% ﬁﬁ& LT e AR
sz%b R o | - - =
2 RIA(RegulatOIy Impact Analysis) |43t &
m$$%@ﬂmkﬁ%6mw*mwmu$ﬁmﬁﬁ
BERET - om B AR AT REREL
A A HRAGY S P S 12 K RIA 94k -
RITRIA 0 SRR 4 RIA M3kt ~ RIA £ 4F
 RARAKERR i%$k%%%ﬁﬁﬁ%ﬂﬁ
'“i%ﬁ%ﬁmaWﬁﬁf
(2)%5% ¥ AT 4t 4 e i "A 3 *ﬁﬁ‘”r x ?ﬂi B *‘3 i /5‘12‘7 L
iﬁﬁiifﬁﬁ]}@ ’ 4’*73‘4‘“’73"4‘ A@*ﬁﬁﬁ Fa‘]éi’ri‘i RITR,
B » 4k APEC &xﬁlifl 3 AR #iéﬁﬁ‘{%ﬁﬁiﬂé
B PR R AN AR E % 3 2 L s e GR
)EM S BERGWE MM ER MR 4
ﬁﬁ%@%ﬁ%%’W@A%c¢mﬁmo%ia
WA kAT A EF BN GRP LA B &4
g O RR 0 BAE IR 2 Mkep 2R T o

(2)APEC 87 B K# 4% (AEPR)
A&(2012)% AEPR X% EoDB s % B A48 B 4% 8
WEEM o AL 3 WMo EANEERRS 0 RREAIPAE R
MBS G136 ) BZ BHKKFARHE% » KRR
Bl A mERFEIGCEAMNECREHETHMAYEE
A k@ﬁo‘k HAE B E G Ra -

(=) % ﬁﬁﬁ 33 (Policy Discussion)—APEC Eﬁ.@;ﬁ‘-ﬁ%

APEC # 3R %3/ & (PSUYAEE APEC @& 3885 B3R &4
55 N AR APEC S B At @il d5 425 R A% B2~ APEC



 BBEBRAMRASBERERNE EERAPEC L AR
P N EMNER > BHERHEMEE RARE - &
FREB T AT R APEC PSU i 2 47 3R % » 3t 20y

ORI TR ARG ST R IR G 8 A K BE B 5] ¥ (the real engine of
economic. growth)& ?JLéF F%é“ EATHRNT G

(E)APEC AMBER
E‘?ﬂ%@ | ﬁ’ﬁ”iﬁi %ﬁfr#ﬁe ‘3’9 #ﬁ}%ﬁ APEC ] @J EFfr/\/f’F (Innovation
Cooperation) | #5412 & H@ z‘i%ﬁ"%“ OECD B BR B R
F5 A% 64 48000 1F 2 B 4 APEC 47 benchmeukmg B AE T A
| iﬁtéﬁé EC Iﬁ%*rﬂ%itizﬁ B 5&%’ A FJH EX & P&
ﬁ%ﬁkﬁ@ ﬁﬂ%@ﬁ%ﬁﬁﬁlm ﬁ |



ﬁ ?ﬁ@ﬁ
— BEE g gg —kga(Ecn[ ;‘ﬁnﬁﬁ#m# |
() BCA-HA N ik R5ETAe 3 E AN
| — 8% S TR 8(CPLG)[3 i =]

1. ﬁﬁ(l\—'r—@-)h%#aﬁ: rAPEC%%é*Ei;ﬁ"‘H
@Ji%ﬁﬁ’m? ORI 2 R W & B
__&ﬁ%FmMM%% BARFEEEBHERR
R kA CBREENA H-CMﬁiﬁ%Tﬂ
m&m‘sn‘iﬁzﬁ(f\%@)z%ﬁ BHLEER
m/\&?‘f(/\$‘*%)'f’15#€ ﬁ;ﬁﬁ;ﬁ%’r # B K

.z{:\"-

2."Epfe, rAPEC%%ﬁ*Eiﬁﬁll f’-ﬁiu%ifz—f;‘mﬂ L
%%ﬁ&ﬁﬁﬂ%Jk% é%*%ﬁﬁ%%
@(BMC)géL_ z‘za‘%%ﬁ’\ﬂf £ BMC & # 4

o SRR A RITIA S E10-118 -

- CPLG X 3 & A7 2013 4 ulé;fwfemﬂmf
(AT ) EM - |

3TAHE%%§mA“JI$@ﬁ % % APEC
L BBTAETEAGRFEIOERMZF
nﬂ*ﬁ%%ﬂwar %ﬁﬁb@@zmﬁﬁéJ
HEOFERAREH T MBI TR A
R XA HENBOE D ERBOR
FRPOE R M H N A LAPECE BB F Uk
B YRS SN H%$)@MWMlﬁﬁ.m%
REBMRMERMBE IR T REM)



CHBAKERY> BB ABRRFAST
BB ARSI E)RO KB OB o B A
HE MBI AEBR R HEARTNYEIR
SO AT E S o G e
A CEBARFERZRMBRE R (AT
R RABREEEETREREE  HRAR
EHETHREEE L TERGEN —F

B EBI0% Ao mmid TATHIE AT R

BERF EABIRM REA AT

R BE o BRLEFENNE RICEE SR

EEBTMAERS -

DR TR L BATHE M S G BB
FHEH R BRNEMBRFERAEEERZ

OB FHE S BAMEATER - R A A
R ARBERBRBHM YA RE R F LY E Y

BRI AT HAT R F R RS AR E
CEATHRE S BT (A PFOENBRDFRAEE
FHHEBERBRYEY  NELH  RFRK
RS AR S B AT LA
EE T LTSRSy ST T
BH MR THEAEEAHGIRN B GALTH
K EFBERA RAESGTERATE LM R
CAFRGERATH G VRS RE W R
KA NALBRE WMBAAMEHRE -
e B AREEIE R A A T e
BRI K B EH B (e FARA P B R
AEARBRE SR AR A IR E SRR

10



BT B N KB R A8 R R % E R
_£$A% ﬁ% @@%%%ﬁ%@ Wik R
%l@%T

_mEER

| 1%%&“1%1&%%A@WMﬁlﬁﬁ%
R EATRE
(BB F R AR B &% B B AEATT APEC

CWHEPLE ¥ E R (ANSSR) | 0 A AT B
OBk~ RIFEASE S BRARF TS B

QAR TSR R ER - R

 mBMAEZEE AR - REFEL (AR
OERR S ERT  ERAEEM) R
Ao AMBEHBUFESHRA -

ZCHﬁiﬁB$A$x%é%@ B B
#.L ¥ A (Mr. Yukinari SUGIYAMA)? ;bi} Ep
RAIEENAEIR 3T APECH: F 3 R 9| 83R
- BRATHEY MR YR AR
ZAEBMOF @B~ FRERE > RR A
C H (AT E)E TAPBCH $FH R E MR B
CmsE e ERETARM 0 BHM BN TAPEC
"mﬁﬁmx&zméﬁéj%fﬁmm@ﬁ%
RFBRRAERE | RET AR TRFE
'ﬁjﬁwﬁﬁélﬁdiﬁﬁﬁﬁ W E oyt
ok |

_Uﬂﬁnmﬁ%ﬁ%m@ﬁﬁ—%%ﬁ%%%
O BARAEHPE RE RFEERTHE

11



ﬁﬁﬁﬁwﬁwfﬁmﬁ%ﬂéﬁﬁAa

() FAPECH FH A E R R E (AP )
199953 L L % B 43 > LA APECSE
CRARRMBMFBRRBZHERRAANE
ﬂfL °

(3 APEC# & M % zrﬁa‘s%ﬁé | ¥ APEC
%%ﬁ%%ﬂ%ﬁ&ﬁsﬁﬁ AMR/MEAE A
ﬁéﬁ& ‘éﬁ%@ﬁ BRI BRI E B AS

(4) "APECH® A MM FH R REHIE , AU
Pl B 77 20 0 M B 2L AR ~ B 1Bk - A
WG B —?#Z‘ﬁizﬁ”’\#ﬁ Bl E o

3.CPLGER # TAPECH: $ B A4k , &1
sﬁ%&ﬁﬁ%CﬁGﬁ%%%’ﬁﬁ%T*
. BMCR#HEMRE > FHER LHR
e T AR R TR R X 8

 —*1@£%%%
1283 ﬂléﬁi-%%llﬁfl\?ﬂﬂikl'f’ﬁ*f‘i[a%ﬁh‘
'“4“*_1'7—9]?14@\5 L%%'F?'J??IE |

(1) 4 B R B B A 8 96 28 g1 3k ) 2 B (Lessons
__ from the financial crisis for corporate
. .. governance and laws) ! A T G202 & 18 L
HFPRFAZAER AN HEHE X E
o B — SRR MR R X TS
(RBURSTH > B3t @ RMEZBA)

(2) o4 ¥ 8) 06 32 81 0k H] (Corporate Laws

12



. and Governance for SMEs): 3% T3 £ H R
B RAMMYE T PN & ERAT D
S AR RN B RB TET BT D
O ERBAERR G RRE RTINS
Bk RAE 20114 T B IR A R
Bty EBAMARK
(3)IFRS Y1 8f 7 4% % 3% % (IFRS and financial
. reporting issues) ¥ ££2011 5 APEC ECl &
C# APECH £33 WA 8 € (ABAC)H H 4t %
HWIFRSEAHE M E M HME XL HRALTH
M RMAPECH % c R R BeBmRE—F
;-ﬁmmaﬁé@liﬁﬁwwmﬁﬂ%z@
. |

(4)/\ ) 76 M EAL(E- corporate governance) - K I8
HEHz o E oAU E A FERAMER
B4k 8] o5 32 f 4E $5147) (best practices)Z &
MembEBBARES I TRRE SR
M He it E o

Zﬁﬁré@mﬁﬂﬂa{ﬁ@%ﬁzﬁfja
N

(/A8 B AEMETCHAAB)RE
201147 A B % & L B MAPEC EC2€ 3%
’_ﬁ e ® A RAE EET AR YA
l;ﬁﬁ%fi‘:ﬁ%] EiT(Lessons from the financial

| cr131s for cmporate governance and law) ; =

e BMHABLTHEESREM -

3



(m&fﬁﬁ FHPEREHE T GRAE @
A bR R E e A R T A
G20Z ZAXHFRFHEE KRN G

IR X XM B I4E I — P e B om A

Rz THEM BT ETAMNE B £
# (roundtable discussion) s # 2 F & W4T
CBBTATREEE -

(3)%73’*?& B B Ak RS FEC2E R P R
Hf TIFRS ®MHREHBAMH G RE
A EEC2ENSA KB M 0 A8 B4
BRI A R @EREHRE REW S
3 2 W 2013 S EBC2 R 9 B £ i+ H &
(roundtable discussion) & #2014FEC14% H
- R ER#®E -

3ﬁ%mmym%%ﬁ %ﬁmﬂ%%\’@&
O HRERA2012FEC2ERBHERERNE A
AP hEERXNEERAZRAI G BBk
THEIERI ST E- RN A REE
# A FA £ ¥ #7384 — E-corporate governance °
TTPHETERERTER O ROERFTRZEA G
C BREREBBRILNEEEZ BB EHELTE
e H ATIB AR @R "’T#E’B"é:f’*?lﬁié'

4B RS A P E O 0 S

 (Mer gers and Acquisitions)#| % /> 8] i4 ¥ 2 3§
M AARTERRRTREMERRSLEE
B btk R & 2 T AT o

14



BB EAE[RR A EF ]

1 ifﬁ?z/ﬁ(éﬁs l)#ﬁﬁzﬂ 12 ~ 138 ## EoDB#H
d@%ﬁ&&&ﬁﬂﬂﬂ%%Ai a3
%W~ﬁ 242 %%%% ﬁw#%@*
"‘Hﬁa‘?b’.—’h ﬁl%#ﬁﬁf’a‘né—““ﬁ%%*" F

CREF e EEE - ﬁl&%%ﬁ
% %ﬁféﬁjﬁ Db b B R AL R RAH R R
BB R BEATRE 3%#% iE

5;1%1&%%m§ % AEODBH % 47 % & |
ok ?#MTJ’-?"’Jﬁ..—l‘*“ﬁxzaiﬁﬁ’\l?l?%&&f’f
‘k**#%ﬁii ﬁ‘é&%’c,@m %H‘?‘ﬁ?

eA%ﬁ%ﬁ-

1_ﬁw¢wwmmm2M5$zqwﬂm%ﬁ%[
MAEN] EPREBWELETERERARBRRE
Ko REPRRERIWMWETFY I 0 B AT
wEAEEEE - ﬁﬁ(ﬂﬁ%@)%ﬁﬁ%’n*@@
%%ii&ﬁ@kﬁ’W%&%ﬁ@ﬁ*R
“zlﬁi%

2.'%&ﬁ(5ﬁ%ﬁ)#4.’c AR P ﬁiﬁﬁ Z Roha
X WRAAN T F #&%2011 FEC2EM "R
A RAHERA—R T H R ELER
% 3 38 (Roundtable Discussion on Improving

~ Public Sector Transparency: Good Practices
~and Reform Experiences)Z ##32 §§ % [3£ I 1
'_apwx S A MERBA KB R
BB ABRAATETETABRNEG T

i5



TERAMEGHBEFERLAE - X ERMENR
_w %&%ﬁﬁ%h£&$ﬁ% §¢£ﬁWE
(é&%ﬁxﬁ WEAR) BB My~ 8
%@L}u&/\im # & B &4 (APEC
ga Busmess Advisory Council, ABAC) % # 3t
W REARMEREBCIAARGRE
R e

3B HEMR ﬁ(ﬁﬁr%} &) E 3 220134 APEC %
EHRREAEPR)Z XM > & F BB H
O BRORAERE AT T E - EMRET
.-__a",f’eﬁsi:iﬁk AR Bk —AARA A
Enhancing fiscal transparency and public
accountability s & Improving the quality of
© " public service kR FE R AR T (A €)
OB ETRBREUHGTERER . B RES
HECE M R APECH & & -

—%ﬁiﬁ%*lWJ%ﬁW#A]

x Ef%z}ib% 3 /\( g d&)iﬁf*"—ﬁ"ﬁ REBE DA
PSU)iEfTx T HEN S%ERETLEEME
~ (Regulatory -.':Réform'-' :Case' Studies on Green
Irivfes'tments)' 1 o LB B R E TR AR
E & é“‘rﬁ%ﬁﬁ"ﬁ“é ﬁxﬁ’t%&ﬁiﬁuﬁ oz ik
K MEERBER MARFITHREERS
h Jﬁﬁ‘bﬁiﬁ%i&%#"% A e A R B A B B AR,
& o mkiﬁzﬁLW%i%ﬁﬁﬁ%ﬁ%&
_m\$¥kﬁ’u&iﬁ$@~%% IR e
CORRAE S AR M2 T

16



—RIFERFEERHE

L EBERE O B H S B ESGRP(A IIEMRW
KBRS AR RE) BB ZIHRR
o BE R ﬂé‘ﬁk&ﬁ ENEBTEH T R
AR RARERBAFBE ABERBRR
2012 CSOM - s -

_Zﬁwm%ﬁ%mw%%’%%ﬁﬁﬁ%ﬁ%%
. ¥A4H(RIA, Regulatory Impact Analysis)al &g 3t
O EBEEF eBHARBNERRE -
O EARE R EAA SRM MR T ERR

CRRBI-2RRIA sk TRARKREHM M
__ &§%%%%&%%mmw@%ﬁ.@w%@
B LR Wﬁm&LﬁRm%ﬂaﬁ RIA#
”fwﬁﬁu&%@ﬁ

(= )%‘ ﬂﬁANSSR 2015(APEC New Strategy for Structural
Reform 2011-2015)#% k2 & =4

,$$£w@ﬁ%ﬁ%ﬁk%ﬁ@ﬁAmmwmwzgﬁﬁﬁ
_#w%%w#ﬂIWEﬁ%% ﬁTﬁﬁﬁﬁ  HIBRER
S B RAERI RIE - ﬁf% F 5% 0 £QOIFE
Wy ARABAPECH T A Y # SOM3 ANSSR FoTC 3 %
%%ﬂmmumgmmmmzmsﬁiz%¢#%,¢$h
A BB ME o ARBRSFERT B WA
$ﬁ1ﬁ%%8@¢@&z%ik$EC LR BB A8 2 W
WAL AABECERALERT A HREARTATHR
HILBAA R T A MM 2R ASSE > EC A& ARE R
ERARBAOWE c EFRABHRTER -

17



“$@M®$A@Ri%%EdB £ B AR AR B R
CARE M HE 3Bk Eﬂ}?%ﬂ,ﬁﬂiﬁ?’%"‘%
CABLGH136 ) ASBMANMARIEE > KRR
B FS WEAREIGEMNECAEBTHREE
R kéﬁﬁﬁkﬁ%%ﬁ%Km’ﬁ%E%@%%ﬁiﬁ
.ﬁ:aﬁﬂo_ . e

(w9 )iti ﬁﬁﬂ s-j'%(Pollcy Dlscuss10n)-—--APEC B ﬁ.@ﬁ‘ﬁﬁ%

_mmcﬁﬁiﬁwawﬂmmmmmc&ﬁ@ﬁﬁ%ﬁﬁm
M A 1 P AR APEC A-78 48 88 40 8 35 1R 25 R A 31

| B APEC B ST 5 708 % AOR A4 » % HE 9k APEC

A% A ﬁfé’;)t Eﬁ EF N R W SRS RIEREE >
A B JE - ﬁ. ﬁ’f"&%%{*fiﬂ‘ f\if‘gf APEC PSU Fif A 2 B 3%
% ﬁ%%?ﬁﬁﬁé%ﬂ%%%%ﬁ&%%ﬁﬂ%@e

* real engine of economic growth)& :yt$ F“%’;‘}“ 3%43‘ HH}T

(i)APEC A #ﬁiﬁtﬁ

i%ﬂ@ 8 ﬁ“ﬁﬁk %ﬁﬁ&%#ﬁ%% APEC rﬁ %JT/\/VE(Innovatlon
Cooperatlon) g 3= ,é"q”rﬁ[’;% F{HﬁH‘ &Hﬂﬁl’—’l‘——] B8
(Ed)&&ﬁ%&ﬂ%&ﬁ%@% W%HéAﬂmxﬁ
| 'benchmarkmg RS j:l %JF%Z%L;% - EC if&?:%i:*r}i% 5’t.m 3
/7"’&'%’ g fﬁ]ﬂ%*ﬁkﬁs‘c#ﬁﬂ%ﬁ J\'f?}l?ﬂ ﬁ'?ﬂ%@ﬁ ﬁ’%sﬁﬂ”
__ 'ﬁlW Fﬁ |

18



=+ APEC 88 faite
()EHREZRE

'1f@mu¢xm3iﬁ@&%ﬁ&V%%ﬂ%z%ﬁﬁ@
i(Frameworks and Models for Regulatory Coherence) A8,
AEk b EE T B Ms. Clare FEARNLEY T
WEER > EFBARAER—BMHBEZER -

2.4/ R m%eze\ezm% ) WS EE B AR B AR
FhRARLEHRI T ZHRRFREEEFFRAMEE
ARG EAR T UNZTERKRL Y A B EFNBE
B EREE S -

3B EENZNBRALS  REBY - ORBHBRSERLE

iﬁ—%ﬁ%%&hﬂ&mﬁ%ﬁ%ﬁ R A 38 S AR
Bk AERR RSN IUR ~ BB R AR BB FN
B HEFERNEIE BB BORAH BE ILIEF AN~ H
¥ BT RO AEE EFRERAP OB IS R
WAL BAE 2012 £ R B EIH IR~ LBRERA
Fu BB IR TR AAE o

(DEREAF MR THRES

175 5 83745 (RIA, Regulatory Tmpact Analysis) & &5 48
W) BA 45 3 B) 05 MAﬁﬁT%%%ﬁﬁﬁﬁiﬁﬁﬁﬁé
18 2B BHFRR A EANR S B @ B e T RIA

@%ﬂ#%i%ﬁﬁﬁﬁﬁﬁﬁzﬁﬁﬁiﬁ

DEBRFENTHRABSCFEBENERATEBRBRE
ﬁéﬂﬁ@ﬁw’ukﬁA%iéﬁ~%%ﬁﬁ%%%ﬁ
Bk tbih REHF & BRBRESFZ I NEE

19



B EBR B ERA RS R ES R

3k M A 2B TR B RGBS EUE LR A @R
B BUSHREAR MARE R EF X Rk
RV BARMATHAALSE  DERRETE

20



=~ BRBEAEAHE

( )@"ﬁi%—ﬂ&
L ;iw\frff Hex®H é’ﬂﬂmtfﬁ APEC EoDB ﬁﬁfmi‘ B ATk
BT © st TR 2015 FRU 0 R S BB

*Eiv’xia %(ﬁﬂ%"? # "%‘3%2@’#7 EAFER BEEH
AT H ) ZBFH] ~ RA A2 B R P%HEK 25%2. B A% © AR
BT >ERERS LN R ANEERGEZ
HeW 0 SR 2012 APEC & H RAR (AEPR APEC
Economlc Pohcy Report)%’ivE & $ E- o -

BAY: %’ra*#_l-_ ﬁfﬁ:ﬂiﬁi%ﬁd\ ?ﬂ(PSU Pohcy Support
- Unit)jt EoDB ifﬁ*fﬁalﬂatﬂ B bR E  ARARS A
o ;}El *Té-lﬁ'ﬁ"‘g)? J’lﬁ o BRI Zl‘%fﬁ‘ff& A
*ﬁ%éﬁafﬁ% [f—l(ﬁﬁﬁﬁv\éﬁ) A $(é% TR~ HEAF
FHR) - Mk (B H EJ ¥ aER R #’I )] R wiwt
RELB l P AE B a%& ﬁm&xiﬁﬁfrz@ﬁfﬁ% wy
%&ﬁ@%&%%ﬁlmﬁ%&iﬁwok%’ﬁ#ﬁ
H A BoDB & 3 R 47 2 4 AR & o F H 48 i

(DEREALFHRTHELESD

1.LAPEC B R ¥ 3%/ 404824 > 2009 £ 2011 8914 » 5 3B1E 5L
ﬁﬁi&#ﬁ%(f?ﬁ%ﬁ/\ﬁk “EFER -BBREE S PUTROHAR
FERHTAERM  RAREANEEE 11.6% T
HEARME 5% MAEHNGERZERATNT > FEAMZIES
ERBEE  RELABREERT  THBAE ) BFBE
RARTHATRY  AFHERS EHmT LB M
BBEFREEHZ M - '

2.FoDB # — M B 3 17 3% % (diagnostic consultations)f4 g5 48 %

21



485 A 9 AR B 3 RIS BT B4R AR B AR AR 2L S A0k o
BABz > ARTHRERAEZHBNE AR B
R AR AR B AR S R R AR
AENR o RE A AT RO 40 TR IR 4R 45 4%
CHABAE ﬁ$A@%ﬁwl%&%“*’ﬁﬁ%a&&
:lmk% —HEZLE R

3$hé%%l&%£lm&$&$ﬁﬁmcmm3+ﬁ%
RSB EASE o THMAE, F @ B AR
HEB Ak F 4 BEoDB $E4 » flhe s ¥ B M ¥ > 4 250
Foaa R EEH Y 12 FAMEREARFR e —aE
"w’rﬁﬁAﬁJﬁzmzm&$m7zﬁ$gzmm¢m
,z M A EBE YR AHSERZIES o ARRIT R
| iuémﬁzzﬁ% a0 2 SR 8 S IR IE
X NEARA R AR ARAGRB A - WS TARE 90
_'%%muif%ﬁmﬁ&ﬁéﬁﬁ HEB THSTRS
CRBERR A S ARSBERE Y ARR AN Bt
A~ TRIE ﬁ%&ﬂﬁﬁﬁﬁﬂﬁﬂgﬁﬁr%ﬁﬂ
o HAERRES BRE S EEREAL
BEBESBEHERER %‘ﬁ“ﬁ%lﬁﬁll‘”ﬁﬂ‘ﬁ °

22



SR BREKBMER

— v 4(2012)% APEC 435 %4k % (AEPR):#8 % EoDB » #
FORE R E G BB A B 2 whaz A B me AT s skdh
TR 4§ 92 B AL 4F % A BoDB #4345 B4R % —m Bt &
A 4d ¥t RwE2 GRP 3#HE - 2013 4 AEPR £/ 4 N3
P36 38 8% (B )57 2012 45 EC2 @3 AT 025 4. 81 4R
ik R EC2 e BB ER  BFEEN 2012 #
EC2 €3 A742 f 2013 4 AEPR R 5 R H R E| -

=~ A BB SR A RAFERAE BT H X RIA DR E
A EBASFREMEAE TRRER HE

(—) BRHRARRABWEBRAREET o BHLRED
Z RIA 3ék 3t % 0 29 skid £ FAME | QR g4t
1-2 X986k » WA RIA #H03% 3  RIA #4825
BB IEER o RIARARA BIEA AN - RIFEAT
BHREE LR EN T2 HE BT (BEOHBER
H-FHBAPAINREL - BELEFTERFEATOMRY
RHFHE-

(=) Bibk THSEE, BEEATCEHR TAFTRATR
o E > mABRSRHE - AREEA T N
YEZF7E REBLT IO ERET2EH - BT (E
)R ERA FAE EBER F R E
BHAARGHMBEB T RA(BBEES)S Rt
WA@Y o BAAEA 3 ARRKBE HREHE
BIMENE THEASALE2RBBEBEEHRBT L
HEE |

ZNHBF(EFEIBEETE T SR EH N S HE LB

23



(Lesson from the financial crisis 'f'()f*cdxpofaté governance and
law) ; HAR » BRI 2013 F EC2 BMmE W&

(roundtable discussion) > .- .

24



- W

G






M#— 1 2012 EC1 fi#iE -(iﬁ‘iﬁﬁ : 2012/SOM1/EC/001)






Asia-Pacific o
Economic Cooperation =~

. 2012/SOM1/EC/001
- _ .--_-_Agenda Item: 3

Draft Agenda -

*'Purpose: Consideration
- Submitted by: EC Chair

First Economic Committee Meeting
) ' Moscow, Russia
14-15 February 2012

RUSSIA



APEC Economic Committee First Plenary Meeting
Final Agenda (as of Feb 13, 2011)
Conference Hall Ladoga (Levei 4)

February 14-15 2012 Moscow

Key Objfectives of ECT Plenary: .. T
+ Discuss and reach agreements on the EC’s contrlbuttons to the APEC 2012
.. Priorities -
' Discuss ANSSR implementation process
s Discuss opportunities to streamline EC workflows to furtiier leadership
pricrities
+ Review progress in the FoTC work plans and consider prospective activities.

Day 1: February 14, 2012 {Tuesday)

9:00 AM - 11:00 AM Friends of the Chair (FOTC} Group Meetings
FOTC coordinators are.encouraged to schedule meetings for their
groups during the morning to discuss work plans, ongoing projects,
and exchange ideas for how the FOTC can take forward EC work.
Chairs should confer on meeling times to avoid scheduling conflicts.

9.00am - CP {AUS) - Mr Lliam Findlay

9.20am — PSG {CT) - Prof Tsai-Tsu Su =

9.40am - RR (Japan) - Mr Nobuo Kiriyama

10.00am — EcDB {USA) — Mr John Hicks

10.30am — CLG (VN) — Mr Nguyen Anh Duong

11:00 AM - 11:20 AM Plenary Session Convenes
1. Chair's Welcome
2. Introductions
3. Adoption of the EC1 Plenary Agenda Doc no. 01

11:20 AM - 12:00 PM 4. Overview of APEC 2012 Priorities Doc no. 03
Russian SOM Chair Office — Ms Vittoriya Idrisova
12:00 PM - 1:30 PM Lunch Break at Restaurant European (Level 3)
1:30 PM - 3:00 PM 5. Advancing EC Objectives: FOTC and CPLG Contributions

The CPLG Convenor and FOTC Coordinators will provide readouts
of recent discussions and work plans, focusing on how their groups
can take forward work and capacity-building programs in their focus
areas. Economies that have recently sponsored aclivities also are
encouraged lo provide a brief update on key oufcomes and potential
follow-on work.

¢« Competition Policy and Law Group (Yukinari Sugiyama) Doc
no. 04805 ,
Competition Policy (Liam Findlay) Doc no. 06
Corporate Law and Governance (Nguyen Anh Duong) Doc
no. 07

« Ease of Doing Business (John Hicks) Doc no. 08 & 09

+ Public Sector Governance (Tsai-Tsu Su} Doc ne. 10

o - Regulatory Reform (Nobuo Kiriyama) Doc no. 11

Include briefing by Dr. Tilak K. Doshi, Principal Fellow and
Head, Energy Economics Division, National University of.
Singapore and Dr. Neil Sebastian D' Souza, Fellow, Eneragy
Economics Division, National University of Singapore Doc no.
12



Note: Consultants are working on the PSU project entitled

- “Regulatory Reform - Case Studies on Green Investmenis’,
and will be presenting at the meeting on the progress report
at EC to share w:th APEC EC delegates and seek comments.

3:00 PM~4:00PM. - ... 6. Overwew of Actlwtles Across APEC Fora
o Lo s « -APEC Business Adwsory Counc:l {ABAC) —Mr. David
. Dodwell Doc no. 13 -
. » > GCommittee on Trade and Investment {CTl) — Ms Monica
“ Contreras Docno. 14
-« = 'Human Resources Development Working Group (HRDWG)
Do, 14 '
¢ - Senior Finance Ofﬂc;als Meeting (SFOM}) —Mr Andrey
" Bokarev and Ms Alexandra Litvinova

4:00 PM - 4:20 PM Coffee Break

4:20 PM - 4:45 PM 7. Updates from the APEC Secretariat
‘s 12012 Project Approval Process and Timeline Doc no. 17~
s Secretariat Report on Key Developments Doc no. 18
¢ Policy Support Unlt Work Denis Hew Doc no, 19

4:45 PM - 6:00 PM - - 8 APEC Economlc Pol:cy Report (AEPR) Planning Session

. AEPR 2012 on EoDB
o Report on latest statistical analysis from PSU Doc no,
20 -
"o Discussion on structure, process, and timeline for
compiling the report, TATF Doc no. 21
» AEPR 2013 . _
o Finalize theme: Public Sector Governance was
dlscussed at EC2 2011 as possﬂ)ie toplc (Tsal-Tsu _

- 8u)
6:00 PM Adjourn for Ti'ahsport to Social Activity/Networking Event
6:30 PM Social Activity at Restaurant Continental ({Level 1)
Day 2: February 15, 2012 (Wednesday)
9:30 AM - 10:45 AM 9. APEC New Strategy for Structural Reform (ANSSR})
«  Brief overview of ANSSR Action Plans submilted to EC by
TATF Doc 22

s Possible projects supporting ANSSR activities Doc ho 23

s Report on ANSSR aclivities by Australia

» Russian Federation proposal on ANSSR implementation,
reporting and monitoring Doc no. 24

10:45 AM — 11:00 AM Coffee Break
11:00 AM - 12.30 AM 10. Policy Discussion 1: State of the Regional Economy

¢ Denis Hew, PSU Director, {0 present findings on PSU
Economic Trends and Analysis Report Doc no. 25

e Updates and discussion by Mr Joseph E. Zveglich, Jr,
Assistant Chief Economist, Economics ‘and Research
Department of the Asian Development Bank {ADB)

» Updates and discussion by Mr Faisal Naru (OECD)



12:30 PM — 2:00 PM

2:00 PM ~ 3:30 PM

3:30 PM - 3:45 PM

3:45 PM - 4:45 PM

4:45 PM - 5:45 PM

5:45 PM — 5:50 PM

5:50 PM — 6:00 PM

6:00 PM - 6:15 PM

Lunch Break at Restaurant European (Level 3}

1. Poli'cy Discussion 2; Strengthening Implementation of Good

Regulatory Practices Doc no. 27

" ‘Discussion on how to support the SOM’s work to fulfill APEC '
- Ministers and Leaders’ agreement to take steps to implement good

regulatory practices by November 2013. Members are encouraged to

~discuss capacity-building activities and ways fo best exchange views

and experiences on best practices for implementing good regulatory

--practices, to assist economies in taking the specific actions agreed

by APEC Leaders in 2011 to develop, use, and strengthen

y :fmp_!ementaﬁbn of good regulatory practices.

s - United States to present proposai for conducting a survey of
GRP Challenges

Coffee Break

: .-:1 2, Promoting Innovatwe Growth
Promotmg mnovaf:ve growth is a priority for Russia as host of APEC

in 2012, .
o Rusma to present [lS proposal to identify the scope of

indicators evaluating the intensity of innovative development - .

in APEC economies. Doc no. 28
. _Presentatlon by OECD - Ms Alessandra Colecchia Doc ho.
29 :

13, Discussion: The Role of the EC in Advancing APEC

- Objectives

14, Other Business

15. Chair's Closing Remarks
Cultural Event: City Bus Tour

== XX ==
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Work Plan for the Competlt{on Policy and Law Group
Name of the FotC: Competition Policy and Law Group (CPLG}

Coordinating Economy: Japan
Membership Principles' and Member Economles :
The CPLG membershlp remains open io all economies as in the past.

Objectlves '

' The CPLG works to promote an understanding of regional competition laws and policies, to
examine the impact on trade and investment flows, and to identify areas for technical cooperation and
capacity building among APEC member economies.

Scope: '

The CPLG is responsible for technical aspects of compestition faw and enforcement to
develop and enhance competition taw and policy in APEC member economies. It covers the legal
and regulatory issues of competition law and enforcement, including sharing new developments in the
law, comparative aspects of competition faw, the role of the courts, the degree of autonomy granted to
competition authorities, better methods to improve success of monitoring and enforcement of the law
and appropriate remedies. - it requires high degree of technical expertise, in-depth understanding and
ability to analyze the legal and regulatory issues from the members mvoived

List of Individual Activities to be Succeeded (see Annex 1)

@ APEC Training Course on Competition Policy in 2012

) APEC Training course in 2012 will be held In Indonesta, focusing on "Approaches in Abuse of
Dominant Position Provisions and its Effective Enforcement at National or Regional Level” in October

2012. Commission for the Supervision of Business Competition of indonesia, in cooperation with the

Japan Fair Trade Commission, will host this training course

¢ The Competition Policy and Law Database

For the purpose of sharing information/experiences and discussions among APEC member
economies regarding updates and recent developments in competition law and policy, the website
“The Competition Policy & Law Database” has been managed by Chinese Taipei. The website has
been updated periodically for providing latest information since its establishment in 1999.

® Members' Report/Presentation on Up-dated and Davelopmant of Competition Policy

In order to exchange information, promote dialogue and encourage cooperation among the
authorities for competition policy of member economies, each economy will make presentations in the
CPLG meeting on up-dates and deveiopment of competition- policy and law, which may cover the
following items;

1) introduction of competmon law and change to competition law and policy;

2) Enforcement of competition law and policy (featuring recent cases};
3) Competition assessment for stimulating competition development

¢ Survey on Information Exchange on Competition in APEC region

The main target of the project is to conduct a survey on information exchange on the competition
enforcement within the APEC regien that would enhance enforcement effectiveness, save resources
of competition authorities. Federal Antimonopoly Service of the Russian Federation hosts this project
and will conduct it from July 2011 o November 2012,

® Measures of Competition Development in APEC
+- The main purpose of this project is to research on the development of competltlon pollcy and law

1 FotC coordmatms are expected to propose as to how the membership can be or gamzed Possﬁ)le examples
include: © SR
A’ Economies with the intension of sizable/substantial contribution will be members, w}nle other
economies will take part in decision making at the Plenary.

B: Two kinds of membership, with core members and non-core members,

C: Economies with the intension of sizable/substantial contribution will be membenrs, while other
economies will be CC-ed when FotC e-mail discussion is conducted among such members,



in the APEC region and fo provide an opportunity for member economies to get acquainted with the
measures of competition policies taken in APEC economies, thereby to coniribute fo the development
of competition policy in each economy. The measures which are going {o be considered are:
institutional ones, on competition advecacy and on simplification of access o infrastructure. Ministry of
Economic Development of the Russian Federation hosts this project and will conduct it from July 2011
to December 2012.
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WORK PLAN FOR THE GOMPETITION POLICY FRIENDS OF THE CHAIR GROUP
DISCUSSION PAPER

Introduction

In November 2010, APEC Economic Leaders’ endorsed the APEC New Strategy for Structural
Reform (ANSSR) and pledged to undertake demonstrable and significant structural reform in their
economies. This huilds on progress made since 2004 on the Leaders’ Agenda fo Implement
Structural Reform (LAISR), overseen by the Economic Commiittee.

Structural reform is a key component of APEC Economic Leaders’ objective of achieving strong,
inclusive, and balanced growth, including productivity growth. As part of ANSSR,

Economic Committee is to tead on work to promote more open, well-functioning, transparent and
competitive markets, including with respect to competition policy.

, Structural reform encompasses policy changes to improve economic efficiency, such as
improvements to competition frameworks, regulatory systems and governance structures.
.- Effective structural reform-generally requires a predisposition to aEEow:ng market forces to - :
operate unless there is a sound reason to do otherw&se

. Competitive markets have a number of beneﬂts in terms of promotmg the efftclent use of
human, capital and natural resources. Competition encourages goods and services to be
produced at minimum cost (productive efficiency). It also encourages scarce resources,
including labour, to be used in their most valued use (affocative efficiency). Over time, .
competition encourages product innovation and the adoption of new technologies, which may
further reduce costs and/or improve product range and quality for consumers
{dynamic efficiency).

J Effective structural reform also recognises that markets can fail or work imperfectly. For
example, in the provision of public goods, or when natural monopolies, externalities,
information asymmetries exist. Effective structural reform aiso recognises that it is necessary
to build and sustain a case for change and that transitionai assistance may be required.

In 2011, economies set forth thelr priorities for structural reform under ANSSR in relevant areas, as
well as objectives, policies and approaches to measuring progress toward those priorities by 2015,
Economies that have achieved progress in particular areas are encouraged to share their experience,
key success factors and other lessons iearned.

This background paper is provided by Australia in its capacity as coordinator of the Friends of the
Chair {(FotC) on Competition Policy Group. It provides an update on the areas for further work on
competition policy in the work plan for the FotC on Competition Policy Group. Australia is very happy
to receive any other suggestions from-members.

1. Assisting economies implement their ANSSR plans with respect to competition policy ~
potential work stream L

The first component of the work pian for the FotC on Competition Palicy Group is to consider
initiatives to assist economies to implement their ANSSR plans with respect to the ANSSR priority of
promoting more open, well-functioning, transparent and competitive markets.

A number of economies identified promoting more open, well-functioning, transparent and competitive
markets in their ANSSR plans, including the foilowing members of the FotC on Competition Policy.
Group: the United States, Mexico, New Zealand, the Russian Federation, Brunei Darussalam Japan
Chmese Taipei, Peru.and Austraiia. . :

AP_EC Structural Reform Imtfatrve
During APEC Leaders’ Week in November 2010, the Australian Prime Minister announced an AUD

$3 million initiative on Structural Reform. The purpose of the initiative is to increase capacity in the
region to develop and deliver structural reform and support APEC's work in this area under the




ANSSR. The main component of Australia’s Structural Reform Initiative (SRI) is a $2.5 million
capacity building fund (ANSSR Sub Fund) over three years. The ANSSR Sub Fund is designed to
help developing economies meet their commitments under the ANSSR by assisting them to identify
individual structural reform priorities, as well as possable policies and measures to address these
priorities in-the medium-term. e o

The other component of the SRI is being used to hold a series of workshops to help developing
economies develop and implement their ANSSR plans by bringing together policy makers to share
experiences and lessons learned and increase awareness of poilcy approaches. - Two structural
reform workshops were held by Australia under the SRl initiative in 2011. The first workshop held on
16 May in Big Sky, Montana, USA aimed to help economies identify their structural reform priorities.
The workshop also prowded details on how the ANSSR Support Fund would operate and how APEC
developing economies can access it.. The second workshop, a three-day residential training course, -
. was held in Singapore on 10-12 August 2011. With peer and specialist assistance, economies - .-
outlined action plans for the development of policies and measures to achieve their structural reform
priorities in the medium term.

The Umted States also hosted an ANSSR support workshop, Approaches lo Assessmg Progress on -
Structural Reform, on 19-20 September 2011. Australia co-sponsored the workshop. -

Future activities

The next workshop under the SR is planned for early to mid 2012. The overarching objective of this
workshop will be to assist economies implement their ANSSR plans. The workshop will be regionally
focused and include Asian developing economies. This micro-level workshop will assist APEC Asian
developing economies to bring key experts together fo identify very specific priorities (and capacity
building needs); undertake action planning and/or refining of roadmaps to develop clear strategies for
stakeholder engagement and reform implementation; and develop tailored prOJects in whroh APEC
member econemles can then apply for ANSSR sub-fund fundmg : .

Austral:a is also workmg chser with the Unlted States and has Co- sponsored a Unlted States
proposal submitted for APEC funding to host two workshops in 2012, The first workshop proposed for
Kazan in May is aimed at helping developing economies map out high-level implementation strategies
-for their ANSSR plans. This workshop would have a broad focus and would hopefully spur all APEC. .
economies to implement their ANSSR plans. The second, smaller workshop will be very similar to . .
Australia’s 2012 workshop but will be focussed on Latin American economies. .. :

2. Policy Support Unit Study — potential work stream

The second camponent of the work plan for the FotC on Competition Policy Group is to explore ways
to provide economies with increased practical understanding of how to undertake structurai reforms
based on the findings of the Policy Support Unit's (PSU) January 2011 study into The Impacts and
Benefits of Structural Reforms in the Transport Energy and Te!ecommunrcatrons Sectors in APEC
Economies. . _ . : .

The PSU study notes that a we!l-functlonmg rnfrastructure sector is an important determmant of
economic growth and improving living standards. -Some technologies in infrastructure industries have
natural monopoly characteristics. Other activities involve unpriced spillovers or externalities, so that
market price signals do not convey the required information about the value of the activity to the
economy, such as pollution. Even where competitive markets can deliver efficient outcomes,
governments may have additional policy objeotlves such as eqwty or concerns about adjustment
costs associated with policy reform. : _ : _ _

A common theme from the PSU study is the potential growth from productivity improvements that
coutd be achieved by mtroducmg as much competltlon asis. appropnate into each sector:

s in air transport this |mplles arange of reforms to air services agreements, entry conditions for -
‘domestic and foreign carriers and to ownership. :



. In maritime transport it implies the dismantling of any remaining entry restrictions, quotas or
cargo sharing arrangements and the grantlng of nattonal treatment to forelgn owned carriers - -
iocated domestlcatiy ' . _ : L L _ g

. In ran' transport it implies vertical separatton and free entry in frelght operatlons in those R
economles that do not yet have them

. In e!ecmcrty and gasit |mpi|es th:rd party access, unbundlmg whotesate markets andlor retall
competltfon in economles that have not yet lmplemented them

. :In telecommumcatrons the reforms malnty mvotve removmg remammg forelgn eqmty tamlts w

However, the PSU study atso fmds that structura[ reforms generate significant structural ad;ustments. '
That is, structural reforms are chatlenglng and can create winners and !osers but are usually worth :
undertaking in these sectors. : :

- Options for taking forward the work of the PSU study include members further sharing experiences
and lessons learnad on competitlon pollcy reform in these or other sectors and more generalty in the_
context of structural reform. : '

3. Competitive Neutrality — potential work stream

The th;rd component of the work plan for the FotC on Competltlon Pollcy Group concerns the role of
competltwe neutrality in govemment pollcy : _ . '

Competlttve neutrahty seeks to ensure that state owned enterpnses do not have net competatlve
advantages over competitors simply as a result of state ownership. Advantages to state owned
enterprises can Include exemptions from taxation and regulatory requirements, lower debt financing
costs and the absence of a requirement to make a commercial rate of return on assets. These = .
advantages can lead to distortions in resource allocation as the advantages may not be factored into
state owned enterpnses cost base, resuttlng in. ttS pnces not fully reﬂectmg costs o _' - a

To enabte a comparabte bas;s for competltlon between a state owned enterpnse and its competltors,
the competitive neutrality commitments under Australia’s National Competition Policy require a state
owned enterprise to face similar commerciat and regulatory obligations to those faced by iis = '
competitors. This can be achieved by making adjustments fo the state owned enterprise’s cost
structure. Key competitive neutrality cost adjustments include:

. Taxation neutrality. a state owned enterprise may be exempt from various forms of taxation.
“Taxation exemption advantages can be addressed by imposing full taxation on the enterprise
or it being reguired to make an equwalent payment to general government revenue by a tax
equwalent reglme R

. Debt neutrality. lenders to a state owned enterprise may consider it a lower credit risk sither as
a result of an explicit or implicit government guarantee and therefore the enterprise may be
able to borrow funds at a lower risk rating than its competitors. Under Australia’s National
Competition Policy a state owned enterprise that receives a cost advantage in borrowmg is
reqmred to make a debt neutrallty payment to generat govemment revenue. -

. Regulatory neutrahty reguiatory advantages to a state owned enterpnse can include.
exemptions from regulatory requirements that its competitors are subject to. These advantages
can be addressed by requiring the enterprise to comply with the regulatory requirement, or for it

_ to make an equivalent payment to general government revenue.

Other key elements of competitive neutrality can include ensuring that the state owned enterprise

earns a sufficient rate of return on its assets and that its prices reflect fuil cost allocation. The

enterprise’s target rate of return should be equal to the government’s long-term bond rate, plus a

margin for risk. In this way, the state owned enterprise’s target rate of return should be equivalent to

the average rate of return of its competitors. In relation to cost allocation, for a state owned enterprise



with commercial and non-commercial operations there needs to be accounting or legal separation as
the government funded non-commercial operations should not cross-subsidise commercial operations.

The rate of return and cost allocation elements of competitive neutrality, unlike the taxation, debt and
regulatory neutrality requirements, cannot be addressed by a payment to general government -
revenue. The two elements should be embedded into the operatlons of the state owned enterprrse
and assist to ensure it has a cémmaercial focus co REREE :

Under the National Competition Policy reforms the Australlan and State and Temtory governments
also committed to establish a competitive neutrality complaints mechanism. At the Australian
Government level the Australian Government Competitive Neutrality Complaints Office has been
established to receive complaints, undertake complaints investigations and advrse the Government on:
the apptrcatron of competrtrve neutralrty to state owned enterprlses T .

Optrons for examining the role of competrtrve neutralrty in government policy include members
building a shared understanding of competitrve neutraltty and its impllcatrons for future competltlon
pelicy reform through-APEC. _ L . . A :

The work plan proposes a future dlscussmn of the role of competrtwe neutraiity in government polrcy
such as in a policy discussion style format.

Since then, the OECD Working Party on State Ownership and Privatisation Practices has established
a Taskforce on Competrtrve Neutrallty to devetop a best~practice report on competltive neutrality.

The report of the Taskforce due to be completed by mid-2012, may usefuily 1nform future APEC
discussions on this issue.

4, Other matters not included in current work plan
Austrai:a is very happy to receive any other suggestions from members.

One possibility, which was raised at the Economic Committee meeting in September 2011, is to
consider competition within economies. At the meeting it was noted that this topic may be of more
interest to some members due to their geographical situation.

The Competition Policy and Law Group meeting on 13 February is scheduled to include a members'
dialogue on competition assessment as a tool for stamulatmg competition development. This includes
a discussion of stimulating competition in different regions within one economy by means. of
assessmg competetlon at the reglonal level.. ' : S

This topic is not in the current work plan for the Group and might be mciuded ina future work plan if
there is sufficient interest from members.



Work Pfan for the Competitlon Polrcy FotC Group
Name of the FotC Competltron Pollcy
Goordmatmg Economy Austraira

Part:crpatrng Economies’: Australla Brunei Darussaiam Japan Korea, Mexu:o New Zealand; Peru;
Chinese Tarpel the Russran Federatton and the Umted States

Objectlves

Responsib[e for considering the role that government should play in facilitating and encouraging *
competition including through pro- competition policies and government decision-making processes
aimed at enhancmg, protectlng and preserwng competltive processes in order to enhance consumer
welfare and |mprove economic outcomes _ L o

This will include consideration of ways to facilitate behawour which is pro- competmve and prevent .
behawour WhICh is anti- competltrve Thls may mc]ude consrderatron of;

. the role of political support for competatlon
+  “how government has regard to competltion durmg pohcy makmg processes
. how the general state of compet:tlon and any case for government rnterventron can be judged

by policy advigors;
. institutional responsibility for policy advice and enforcemeni'

. the processes by which i mcreasmg competltron can occur and how transitional issues ¢an be
ameliorated; and

. options outside of anti-trust law to increasing competition, lnciudmg for example reducrng
barriers to entry and asymmetric |nformatlon

Scope:

The Competition Policy FotC-would consider competition policy matters from a broad, high level
perspective. Consideration of technicai elements of anti-trust law and enforcement would be the -
responsibility of CPLG. CPLG would effectively be a group of experts mainly focused on
operationalising competition pelicy. Competition Policy FotC and CPLG W|I| work ctosely togeiher and
consider joint activities and workshops where appropriate. : '

List of Individual Activities to be Succeeded (Also see Annex 1)

. The APEC Policy Support Unit's (PSU) research on the impacts and benefits of structural
reforms in the transport, energy, and telecommunications sectors.”

List of Possible New Activities

1. Consider initiatives to assist economies to implement their ANSSR plans with respect to the
ANSSR priority of promoting more open, well-functioning, transparent and competitive markets.

2. Explore ways to provide economies with increased practical understanding of how to undertake
structural reform in fransport, energy, telecommunications or other sectors based on the
findings of the PSU research.

! These economies are pariicipating in this group but all economies are invited to attend and/or contribute.
2 APEC Policy Support Unit, The Impacts and Benefits of Structural Reforms in the Transport, Energy and
Telecommunications Sectors in APEC Economies, January 20114,



{i This may include members sharing experiences and lessons learned in these or other
sectors in the context of structural reform. '

Discuss the role of competitive neutrality in government policy, which aims to ensure that stale
owned enterprises do not enjoy competitive advantages over their private sector competitors as
a result of state ownership. For example, member(s) could discuss their approach to
competitive neutrality and its effect in a policy discussion style format.
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APEC Economic Commiitee
Work Plans for the FolC Groups and CPLG (updated before EC1 2012)

Work Plan for the Corpq_rate_ qu and_ Governénce FotC Group
Name of the FotC: Corporate Law and Govemance :.ﬁ_.:- B
Coordinating Economy: Vietnam CEEL
Membership Principles and Member Ecoﬁé)rﬁi_es:

Chinese Taipei . .
Hong Kong, Ch;na
Korea -

Thaiiand

USA

Vietnam

Objectives:
The new Corporate Law and Governance FotC group aims fo mamtaln a platform for economies to
discuss and exchange mformatlon on corporate law and corporate go_vernance issues in APEC

Scope: : _ PrE : S _ : _
The scope of the new Corporate Law and Govemance FotC group will largely overlap with that of the
former Corporate Governance FotC and the Strengthenmg Economtc and Legal !nfrastructure {SEL)
FotC. A
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Work Plans of the Ease of Doing Business (EoDB) FOTC
{d raft for cons:deratlon)

Name of the FOTC: Ease of Doing Busmess (EoDB) FOTC
Coordinating Economy: The United States ..

Membership Principles and Member Economies:
Membership is not intended to be exclusive, and broad participation by interested economies is highiy
enco_uraged ‘Ideally, three groups of economies will actively participate in the FOTC:
"« EoDB Champion economies =
« Economies participating in, or that are interested in pursuing, EoDB Phase 2 diagnostlcs
+ Economies that are willing to provide assistance in conducting Phase 2 diagnostics

The FOTC Coordinator extends an initial welcome to the following economies that have expressed
interest in participating; Brunei Darussalam; Chile; Hong Kong, China; Indonesia; Japan; Korea;
Malaysia; Mexico; New Zealand; Peru; Singapore; Chinese Taipei; Thailand; the United States (FOTC
Coordinator), and Viet Nam. The broad range of expertise required to advance EoDB programs and
the range of other fora, such as CT! and SMEWG ;nvolved m EoDB work ca!Es for close cross-fora
cooperation as well.

Objectives:
+« Help build and sustain momentum for EoDB Phase 2 programs and other EoDB work in
support of progress having achieved the interim target of a 5 percent improvement in making it
easier, faster, and cheaper {o do business by 2011 and now moving towards accomplishing a
25 percent improvement by 2015, as measured by the World Bank's Doing Business
indicators.

Scope:
The focus of the FOTC centers on effectively implementing Phase 2 diagnostics and Phase 3
implementation or assistance In each of the five priority areas in volunteering economies and
monitoring progress in the APEC region by 2015 in light of the World Bank’s Doing Business indicators.
The medium term scope of the EobDB FOTC also could include, but is not limited to:

¢ Considering potential directions beyond Phase 3 implementation projects in the five priority

areas
+ Exploration of work in EoDB areas other than the five priority areas

List of completed activities:

Starting a Business championed by New Zealand and the United Slates
»  Workshop on reducing start-up and establishment time of businesses (March 2010,
Hiroshima)
+ Phase 2 program in indonesia (July 2010) and Thailand {(2011), and finalizing Peru (2011/12)
«  Seminar on the First Steps of successful reform in Doing Business' hosted by Chinese Taipei
{October 2010, Taipei)

Enforcing Contracts championed by Korea
+  Workshop on enforcing contracts (June 2010, Seoul)
+ Phase 2 diagnostics in Peru and Indenesia (2011)

Trading Across Borders championed by Singapore and Hong Kong China
.« Workshop on Trading Across Borders (September 2010, Sendai) .
~.Phase 2: dtagnostlc in Peru (October 2011), launching Mexico and Vletnam in 2012

Gettmg Cred champ:oned by Japan
o Workshop on Getting Credit for SMEs (September 2010, Sendal)

' The seminar focused on Starting a business, Getting Credif, and Construction Permits



¢ Phase 2 Diagnostic in Thailand (2011)

Construction Permits championed by Singapore
+  Workshop on reforming the regulatory system for Construction Permits (October 2010,
Singapore)

Stocktake Workshop 2012 — EC1 Moscow
Interim Assessment Report 2009-2011

Future and ongoing activities:
Starting a Business championed by New Zealand and the United States
» Phase 3 diagnostics in Indonesia and Peru
s 2012 Phase 2 diagnostics in Chile, Mexico (TBC}), and the Philippines (TBC)

Enforcing Contracts championed by Korea
« Phase 3 aclivities in Peru and Indonesia
» _ Phase 2 activities with Thailand and Philippines

Trading Across Borders championed by Singapore
+ Phase 2 in Mexico and Vietnam

Getting Credit championed by Japan
¢« TBC

Construction Permits championed by Singapore
« Phase 2 in Pery and Indonesia

List of Ideas on Possible New Projects:
« Multi-year project on Ease of Doing Business
«  APEC Economic Policy Report on EcDB possibly in 2012
s Invite representatives of relevant fora to attend EC’s EoDB FOTC meeting
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Work Plan for the Publlc Sector Governance FotC Group
Name of the FotC: Public Sector Govemance o
Coordinating Economy: Chinese Taipei |

Membership Prlnclples and Member. Economles ot :

Economies with the inteniion of sizable/substantial contnbutlon wili be members, while other
economies will be CC-ed when FotC e-mail discussion is conducted among such members. The eight
start-up members |nclude Canada, Indonesia, Korea, New Zealand, Chinese Taipei, Thailand, USA,
and Vietham. .

Objectives:

Good public sector governance strengthens the national economic environment and improves public
service performance. APEC Economic Committee has been in charge of promotion of structural reform
and established a set of principles of public sector governance. The 2007 APEC Economic Policy
Report highllghted nine generalized high-level principles of good publlc seclor governance to
economies. As the progress .of structure-reform steps into a new phase in 2011-2015, the new PSG
FotC aims to maintain a platform for economies to discuss and exchange practical expériences on
public sector governance and to promote the application of the principles of good governance in the
public sector. It will facilitate ANSSR and support APEC Growth Strategy by improving the quality of
public sector governance via prowdmg opportunlt:es for benchmark learning and best practices
sharing among economies. T £ _ - _

Scope:

In order {o deepen and widen dialogues among economies, Chinese Taipei suggests that the new
PSG FoiC group develops the priority areas on the basis of its past achievements and the interests of
member sconomies. With references to the results of the Sfock-take of activities against the nine
high-level principles for good public sector governance and the LAISR Reformulfation Survey,
economies agree the five themes for advanced discussions in the new PSG FotC as follows:

. Strengthening public administration for the future

Coping with changes of the market, the poimcal sifuations, and the natural environment
within and beyond the houndaries, economies have adjusted their governmental
structures to enhance competitiveness and io strengthen governance capacity in the
past decade. In order to update lessons of government restructuring from economies,
the new PSG FoliC focuses on the experiences and the results of public administration
reforms. Discussions in this area will concentrate on approaches and ouicomes of
organizational restructuring in the public sector promoting across boundary governance,
reduction of administrative process and burden, and establishment of an effective
government. This area aims fo facilitate experience sharing of administrative reforms
and expects to promofe economic, social, and political performance and good public
sector governance among economies. .

. Improving the quality of public service
Quality public service delivery is essential when promoting citizen trust and satisfaction
toward the public sector. Seeking ways to advance the efficiency and quality of the
public service delivery, APEC member economies have developed various innovative
measures in recent years. This area aims to exchange the incentive mechanisms or
initiatives economies designed to evaluate the quality of public service and to
encourage the citizen-criented public service,

. Leveraging ICTs to strengthen public sector governance

~ ICTs are becoming an essential part of many economies’ governance initiatives. Active
uses of ICTs for improving government process {e-administration), connecting citizens
(e-citizens and e-services), and building external interactions (e-society) are beneficial
to public participation- and government transparency. This area expects to deepen
experience sharing on how economies utilize new ICTs to promote government
efficiency and responsiveness. Key issues in this area include agile and friendly access
of public service, real-time government information and services, and applications of
social networking to enhance interactions between the government and the public.



. Enhancing fiscal transparency and public accountability
Promoting fiscal transparency is one of the government's focal responsmmtles o
articuiate the achievements of value for money. This area focuses on the practical

measures and tools economies took to enhance public spending management, to. -

|mprove government productivity, and to assess the quality of fiscal transparency. ThIS
area a:ms to develop a paper of fiscal transparency and public accountability. :

. Strengthemng trust integrity, and ethics ; '

Corruption erodes public trust towards the government and the performance of publlc
governance. Therefore, to build a clean government and to construct public service
ethic codes have been major concerns among economies. This area aims to promote
further discussions on the systematic and organizational design and regutations of
anti-corruption in the pubilc sector. Economies will alsc have opportunities to exchange
experiences on surveying the public perception of corruption and on training programs
of the public service ethics.

List of Individual Activities to be Succeeded {see Annex 1)

List of Ideas on Possible New Projects (see Annex 2)

-~ Seminar, workshop, and roundtable discussion on pnonty areas

-- Tailor-made project to assist member economies to improve govemance quallty in the publlc sector
-~ Paper on fiscal transparency and publlc accountabiiity ;
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M4+ ¢ Chinese Taipei’s Update Report on the Roundtable Discussion on
Improving Public Sector Transparency: Good Practices and Reform
Experiences






Summary Report on the Roundtable
Dlscusswn on Improvzng Publtc Sector

Transparency
held in 2011 ECZ

Chmese Talpel
2012/2/14

&) Research, Davelopment and Evaluation Commission |

Outline

Goals |
Dlscussmn TOplCS
Part101pat10n -
Experience Sharmg

SR

Conclusions and Results

&) Research, Development and Evaluation Comission



1. Goals

> Sharing innovative mechanisms and |
practices economies adopted to build
transparent govemments N o
>To advance government transparency and to
fulfill the goals of APEC growth strategy
and the APEC New Strategy for Structural
Reform (ANS SR)

&) Research, Davelopment and Evaluation Commission

2. Discussion Topics

1. Expenence to Date

> What practlcallmnovatlve approaches, initiatives, instruments or tools
have economies recently implemented to measure or improve public
sector transparency?

> What motivated these reforms/new measures?

> What political and/or contextual factors played a role in promotmg
. transparency—related initiatives? :

2. Challenges / Lessons Learned .

How have economies addressed the expectatlons for transparency in
government of an increasingly diverse population?

>

> What are the challenges economies face for greater citizen
empowerment and engagement for transparency in govemment‘?

>

What key essentials or lessons were learned from economies’
experiences? | :

@ Research, Development-and Evalustion Commission

9-2

© .93



2. Discussion Topics (cont.)

3. Future Plans

» How can the public sector be more mcluszve and 1espond to sh1ftmg B
needs and demands at no additional cost? - '

- » How can increased government transparency strengthen citizens'
confidence in government? ‘
» What future plans do economies have for new approaches to increase
transparency‘?

- ©) Research, Development and Evaluation Comlssion >4

-3.Partic‘:ipat_ion B

> 7 presentatlons shared by
- Canada
- Japan
- New Zealand
- Russia -
= Thailand -
- the United States
- Chinese Ta1p61

> Indones1a Hong Kong, Smgapore Phlhppmes
Mexico, and APEC Business Advisory Council
(ABAC) contnbuted in the general dlscussmn |

&) Research, Dﬂvetapmen aad Evaliza fon Cemmlsswn



4. Experience Sharing

> Canada shared three new Open Government
initiatives, including Open Data, Open
Informatwn and Open Dialogue. |
> Japan demonstrated how Public Proj ects Rev1ew |
works to improve govemment transparency., -

* » New Zealand presented recent innovations of
Open Government Information and Data Re-use
Programme, Investment Statement of the
Government, and National Infrastructure Plan.

&) Research, Development znd Evaluation Commission >0

4 Experlence Sharlng (Cont)

> Russia provided an overview of Federal Laws and
Government Orders on public information
disclosure.

» Thailand briefed the Committee the mltlatlve 011
‘anti-corruption in public procurement.

» The United States introduced the international
initiative on Open Government Partnership (OGP).

- » Chinese Taipei presented key principles of The
Freedom of Government Information Act a_n_d :
~recent efforts on disclosing financial and
- government performance information and the
self—assessment reports on transpareney

e T e e R o S L

©) Research, Dave!opmeﬁ arzd Eva1uat|en Cemmlssma




5. Conclusi-okns and Res_.ults | o

> Eeonomles adopted common approaches and
initiatives on Open Government, such as proactlve
“disclosure of data through website and sharmg of
_information with the public. |

> Some economies also focused on specific areas to L
nnprove pubhe sector transparency, moludmg strleter
“review of government spending, increasing scrutiny

| agamst corruption, and enhanemg RIA processes

B e R R s = iy et W S B s e e L T A L = B s S P 5 e e M o S e i

@Reseasch Bevelupmeat and Evaluatmn Commisslon >8

5 Conclusions and Results (cont) :

> Challenge hes in changmg eul’rure w1thm |
govemment agencies and taking advantage |
~from transparency 1n1t1at1ves

| >A11 m1t1at1ves had pos1t1ve results and
helped economies to improve public sector o
transparency and accountability.

* &) Reseatch, Development and Evéluaton Commission >
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Work Plan for Regulatoi_'y, Reform FotC Group
Name of the FotC: Regulatory Reform | o :
Coordinating Economy: Japan

Membership Prmcupies and Member Economles
Endonesna Korea, Malay5|a Mexico, New Zealand, Chinese Talpel Thalland the U.S. and Vietnam

Objectives
Promote regutatory reform in APEC economies to:

* increase social welfare by better balancing and more effectively delivering government policies
over time;

*  boost economic development and consumer welfare by encouraging market entry, innovation and
competltion and thereby prometing competitiveness;

. control reguiatory costs so as to improve productive' éﬁiciéncy by:redUCEng unnecessary costs,
particularly for entrepreneurs and small, medium, and micro sized businesses,

+  improve public sector efficiency, responsweness and effectweness through public management
reforms; . : s

+ rationalize and simplify faw; and

+  improve the rule of law and democracy through legal reform, including improved access to
regulation and reduced discretion, where excessive, for regulators and enforcers.

Scope:
. The Regulatory Reform FotC will work to promote reguiatory reform bearing in mind that ali the
FolC's activities will help implement the APEC Leaders’ Growih Strategy and the ANSSR initiative.

List of Individual Activities to be Succeeded {see Annex)
1. APEC-OECD Integrated Checklist on Regulatory Reform
The Checklist is a voluntary tocl that member economiss may use to evaluate their

respeciive reguiatory reform efforts. Based on the accumulated knowledge of APEC and the
OECD, the Checklist highlights key issues that should be considered during the process of
development and implementation of regulatory policy, while recognizing that the diversity of
economic, social, and poiitical environments and values of member economies require flexibility in
the methods through which the checklist shall be applied, and in the uses given to the information
compiled.

So far, six economies (the U.S.; Hong Kong, China; Chinese Taipei; Korea; Australia; and
Japan) have conducted self assessments.

This exercise would contribute to "Regulatory Cooperation and Convergence”’, one of the
proposed priorities for APEC2011,

2. APEC Voluntary Reviews of Institutional Frameworks and Processes for Structural Reform

1 FotC coordmatms are expected to propose as to how the membership can he mgamzed Possnbie examples
include:
A Economies with the intention of sizable/substantial contribution will be membe1s, whlle other
economies will take part in decision making at the Plenary.
B! Two kinds of membership, with core members and non-core members,
C: Eeonomies with the intention of sizable/substantial contribution will be members, while other
economies will be CC-ed when FotC e-mail discussion is conducted among such members.



A process for voluntary self review was developed and endorsed at the EC2 meeting held on
23— 24 July 2009 in Singapore.” The key features-of effective reform institutions or processes
that were agreed to be important for supporting reform are: Mandate, Governance, Budget
Independence Authonty, Transparency and Economy-mde mandate/perspective.

The overall purpose of the review is to examine the extent to which these key features are
present in the Institutions and processes for structural reform within the reviewed economy. - This
review complements the APEC OECD Integrated Checklist on Regulatory Reform

3. Benchmarklnq Su___y ' '
The benchmarking survey was mtended to gather information on the current regulatory state
of play in APEC economies to provide a base level (the benchmark) against which to measure
progress - with a follow up to be conducted in approximately five years to examine progress.

The benchmarking survey was also intended to assist economies in setting domestic targets,
tracking the success of regulatory initiatives over time and allocating APEC's capacity building
resources in this area. The questions attempted to capture the framework and processes which
assist in achieving good regulatory outcomes by taking a ‘snapshot’ of the regulatory processes in
place in each economy.

In 2010, thie results of the survey have been reported to EC members. So far, twelve
economies (Australia; Hong Kong, China; Japan; Korea; Malaysia; Mexico; New Zealand; Russia;
Singapore; Chinese Taipei; Thailand; and the U.S.) have conducted self assessments.

- Possible New Projects
Promoting Requlatory Reform Contributing to APEC Leaders’ Growth Strategy and APEC New
Strategy on Struciural Reform {ANSSR ,

In the past, Reguiatory Reform FotC have supported regulatory reform activities in APEC
economies by horizontal approach through developing and utilizing practical tools such as the
Good Practice Guide on Regulatory Reform, the benchmarking survey and APEC-OECD
Integrated Checklist on Regulatory Reform, and editing the APEC Economic Policy Report 2009
which focused on regulatory reform. ‘

We continuously seek horizontal approach to share good practices on regulatory reform and
improve the quality of regulation among economies.

And after 2011, in addition to utilizing these horizontal approach, we plan to focus on the priority
areas contributing to APEC Leaders’ Growth Strategy (which consists of balanced growth,
inclusive growth, sustainable growth, innovative growth and secure growth), APEC New Strategy
on Structural Reform (ANSSR) and regulatory cooperation, and share best practices through
figuring out regulations which could be driving force or disincentive to promoting activities on
these areas and enforcing case studies. The priority policy areas are as follows:

i.  Improving business environment for Small and Medium Enterprises such as international
frade

ii. Promoting sustainabie gréwth such as promoting investment on green industries
iit. Promoling innovation such as developing a skilled, adaptable, and professional work-force

We plan to make use of following activities as a means of sharing best practices:

A) Survey on regulations which could be driving force or disincentive to promoting activities of
these areas
With reference to PSU researches, we plan to implement surveys of these areas,
collaborating with PSU where appropriate.

B) Policy dialogue or workshops
To be held in order to identify the necessary works by economies and to share the best

2 PSU prepared HANDBOOK FOR “THE APEC VOLUNTARY REVIEWS OF INSTITUTIONAL
FRAMEWORKS AND PROCESSES FOR STRUCTURAL REFORM” in October 2009,



o)

_D)

practlces

Diatogue with ABAC : '
Cooperation with ABAC is mdlspensable in thls f:e[d to promote regulatory reform in -
alignment with business needs. Also we might derive benefits through shanng and exammmg

-best practices. For this purposs, we ptan to hold workshops

Joint sessions with other fora ~ ' - ' ' '
It is important to make our discussion more professaonal and techmca! through Cross- fora

coltaboration. Possible ideas include joint sessions with the HRDWG or SMEWG to discuss

_regulatory reform for Inclusive Growth or with the ISTWG to discuss it for Innovative Growth.
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: - DRAFT
Proposal for a 2013 ANSSR Mid-Term Progress Report and development of a Reporting Mechanism

Pfo'pdéé'd"by.:_huss__ia 7

Pur:riose:__COn'sideration

Introduction

Extensive work on structural reform was carried out in 2011 and at present it is one of the key parts of APEC's work
program. APEC's structural reform agenda supplements the efforts on liberalization and facilitation of trade and
investment by reducing the barriers (e.g., tariffs, non-tariff restrictions) obstructing access to markets across the
region. Successful implementation of structural reform may result in significant benefits to APEC economies,
including regional economic liberalization, as well as increased economic efficiency and effectiveness, improved
institutional frameworks, regulations, and government policies that foster an economic environment that supports
more open, well-functioning, and efficient markets. ;

Background

The APEC New Strategy for Structural Reform (ANSSR) was adopted in Yokohama, Japan in 2010 to identify and
implement structural reform in “the Asia:Pacific region that will promote open, weli-functioning,. transparent, and
competitive markets; better functioning. and -effectively reguiated financial markets; labor market opportunities,
training, and education; sustained small- and medium-enterprise (SME) development and enhanced opportunities
for wornen and vulnerable populations; and effective and fiscally sustainable social safety net programs. in 2011,
economies identified their structural reform priorities, as well as the objectives, polices, and approaches they will
use to measure progress through 2015. AR Co EE

Proposal

A number of capacity building workshops focused on the development of ANSSR plans and selection of relevant
quantitative and qualitative assessment instruments occurred during 2011, The economies have repeatedly
stressed the importance of such capacity building activities for supporting effective and consistent implementation
of structural reform. In this regard it is important to continue active dialogue among APEC economies concerning
best practices and effective implementation of individual ANSSR plans.

On this basis we propose a mid-term progress report of individual economies ANSSR plans in 2013. This proposed
mid-term progress report wouid allow economies to highlight accomplishments in implementing structural reform
priorities and will enable economies to frack progress towards achieving their stated objectives of implementing
structural reform by the end of the ANSSR process in 2015. The 2013 mid-term progress report will also assist
economies to identify where more efforts are needed. : ‘

To support economies ahead of a mid-term progress report, we propose developing a rep,ortihg template during

2042. The proposed template will develop a basic framework for reporting on progress but will be flexible enough to
take into account the different qualitative and quantitative indicators selected by economies.

Suqqested Action Plan for implementing the Proposal

SOM1, Moscow, Russia (February, 2012)
To discuss with all APEC sconomies the above initiative

Intersessionally -
To begin developing a template inclusive of comments from APEC economies and with support from the PSU

ANSSR Workshop, EC2, May 2012, Kazan ..
Further dévelcp'énd finalise reporting template

CSOM Viadivostok, Russia (September, 2012)
To endorse a template ‘

AELM (September, 2012) '
To approve that APEC economies will report on progress in 2013 on individual ANSSR plans’ implementation on

the basis of the endorsed template :
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Highlights

APEC Economic Trends Analysis

Global GDP growth decelerated in 2011 =~

+ The intensification of sovereign debt challenges .

in the Euro area since July 2011 has resulted in
siowing economic growth across the world. GDP
in some large economies in Europe contracted
toward the end of 2011.~ -

s  The APEC region was also struck by a series of
natural disasters which caused immeasurable
human losses and record economic costs.

* The slowdown in global growth in 2011 was less

synchronized. Economic activity in advanced
APEC economies generally picked ‘up . after.a -

subdued performance in the first half of 2011, In

most emerging APEC economies, ecopomic

growth was resilient throughout 2011, although
the momentum has slowed since Q3 2011.

+ Inflationary pressure in the APEC region began
to ease in the second half of 2011, consistent
with the global trend, as commodity prices began
to stabilize.

« inftationary pressure is low in advanced APEC
economies, despite measures to boost economic
growth, while many emerging APEC economies
successfully reduced inflation by the end of 2011.

- s Equity prices in most APEC markets have
exhibiled sharp swings in the second half of 2011
with emerging APEC markets generally
underperforming as investors sold their positions
to cover losses in European markets.

+ Frequent fluctuations in investors’ risk sentiment
have also caused volatility to return to exchange
rate markets, especially during the second half of
2011,

Prospects for growth are uncertain and
downside risks have intensified

* Global GDP is forecast {o slow o 3.3% In 2012
before accelerating to 3.9% in 2013, mainly due
to the continued economic weakness in the Euro
area.  Real GDP in.the APEC region is projected
to grow by 4.1% in 2012 and 4.5% in 2013.
However, an escalated sovereign debt crisis in
the Euro area could potentially send the global
ecanomy back into recession.

';.Eéonomic growth in the APEC region is likely to
remain under pressure. In advanced APEC
“economies, both governments and households

are “expecied to tighten spending in order to
reduce their debt positions. In some emerging
economies, assef price bubbles and a sudden
reversal of the buoyant capitat inflows are among
the main concerns.

Risks to global inflationary pressure remain in
2012, Oil prices, which have held up in recent
months, couid surge higher as a result of
geopoliticat concerns. The easing of monetary
policies pursued by both advanced and emerging

- economies o bolster growth could also drive up

prices further.

Policy implications for APEC

Uncertainty in the economic outlook has created
new challenges for businessas, with small and
mediurn-sized enterprises (SMEs) heing more
vulnerable. In addition to implementing monetary
and fiscal policy to maintain macroeconomic and -
financial stability, policy makers should therefore
moniter and provide extra support to SMEs, if
necessary.

The Asia-Pacific region is prone {o natural
disasters. Given the inlerconnectedness of the
APEC region's supply chains, the adverse
consequences of natural - disasters on the
region's grewth and compelitiveness could be
significant, It is therefore important that APEC
members collaborate and strengthen the agenda
on disaster preparedness to prevent and mitigate
the impact of future events.

Despite the uncertain economic oullock, APEC
economies should continue to pursue the
regulatory reform agenda as identified in ANSSR
in order to enhance the compefitiveness and
resilience of the domestic economy.

APEC can play a significant role by continuing to
monitor and repoert on the region's ecanomic and
financial developments. .. APEC - can also
contribute by helping to expedite the pace of
structural reforms -and promoting enhanced
awareness among APEC member economies in
the areas where structural reforms would add
most value.

APEC Policy Support Unit
February 2012
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l. - External Economic
Environment - - -

The global ddw_ht_u_m in Q4 2011 was less
synchronized ' '

In the last few weeks of 2011, economic data for the
global economy became - cautiously positive, as
reflected in the JP Morgan Global All-Industry Output
index which increased to a nine-month high of 53
points in December 2011. This suggests that global
GDP growth remained steady, albeil only modestily in
the fast quaﬂer of 2011. '

However, the data.pointed to a deterioration in
economic activity in the Euro area. Signs of recovery
in Germany were offset by stagnation in France and
an ongoing downturn in ltaly and Spain. While GDP
expanded in the Euro area in Q3 2011, forecasters
are projecting a contraction for Q4 2011. :

Growth in the Euro area in the first three quarters of
2011 relied heavily on the sdlid performance of the
external sector. Domestic consumptlon and business
mvestment have been weak. More recent data on
reta:l sates and expectat:ons confirmed - a
considerable nsk ofa conlracuon in domestlc demand
as canfidence among consumers continues to worsen
given the deterioratlng employment outlook and

. general economic conditions. - The Euro area's
aggregate unemp!oyment raie surged o 104% in
December, the highest level in 14 years.  Business
investment_has also_been lowered on a weakening
industrial sector. With the escalation of the sovereign
debt crisis, it is unlikely thal exporls will remain the
main driver of growth for the Euro area. '

Slower global growth is forecast in 2012
and 2013 - - : o

in the latest World Economic Cutlook (WEO) Update
in January 2012, the international Monetary Fund
(IMF) forecasis that global GDP growth weould slow
from - 3.8% -in 2011 ..t0 -3.3% in 2012, before
accelerating to:3.9% in 2013 (Figure 1). . These
forecasts .represent significant downward revisions
from the September 2011 WEOQ, which projected that
global GDP would grow by 4.0% and 4.5% in 2012
and 2013, respectively. The downward revisions are
concentrated in the Euro area, where a mild recession
is now expected, as well as in emerging economies.
While there are many factors contributing fo these
revisions, one broad thems is the cascading effect on

international trade, credit and financial conditions
associated with the Eurc area's ongomg soverelgn
debt cnms s, :

thufe 1; IMF Forecasts for. Global GDP Growth .
{Percentage change over previous year} :

=
o

B T SR Y

012007 ;. 2008 2009 2010 - 2031, 2042 2043
— World S . e Advanced economies
=+ —Emerging Economies ~———Theuraarea

Sourcs: IMF WEO Updale, January 2012

| &

Downside risks in the global ol_._xtlcl)lb_k_' _
have also risen sharpiy

Among the nsks Is the chailenge of many advanced
economies to strike the right fi scal ‘policy . balance
between near-term support for growlh and long-term
sustainability. Emergmg econombes are also ‘at risk of
a hard landing, should there be a reversal in the
current trend of buoyant credit and strong asset price
growth. But more central to.the risk is the future
course of the crisis emanating from Europe as slow
progress toward a comprehensive -solution - has
resulted in continued vofatility in financial markets. -

In early January 2012, Standard & Poor's
downgraded nine economies of the Euro area. The
ratings -of the most affected economies . (italy;
Portugal; Spain and Cyprus) were lowered by two
levels while the fop ratings of -France.and Austria
were down by one notch. As a result, global financial
markets continue fo experience turmoil and - the
European . banking secior is looking increasingly
vulnerable. .  These . concerns may be heightened
again Jater in the year dus to the fact that large

" amounts of soverelgn debt wnli need to he ref nanced.

in 2012,

iI. Recent Economlc _
Developments in APEC
Economies o

2011 was a volalile year for APEC economies with
economic recovery being plagued by extraordinary.

APEC Policy Support Unit
15 February 2012
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obstacles. ‘On the domestic front, “many  APEC
economies experienced devastating natural disasters
- from earthquakes in New Zealand, earthquakes and
a tsunami in Japan, volcanic eruption in Chile,
flooding in Australia; the Philippines and Thailand, a
deadly iyphoon in China and Chinese Taipei,
windstorms in the United States and other adverse
weather conditions in the ‘Americas. Aside from
;mmeasurable human losses, the economic damage
inflicted by these natural disasters reached new highs
and had a Iarge impact on .the’ regions supply and
producuon chalns :

On -lhe extemai front, the APEC region was
increasingly affected by the spread of negative ripples
from the economic and financial disruptions in the
Euro area. The magnitude of the impact varies on the
degree of an economy’s refiance on external trade

and finance as weII as lhe capacny to stlmuEate.

domestic demand.

Economic growth in advanced APEC
economies generally plcked up in the
second half of 2011 but concerns are
ralsed over: its sustamabtl;ty

The Umted States

The U.S. economy ended 2011 ona strong note. "'tn
Q4 2011, the “economy advanced 2.8%' on “an
annualized basis, building -on the 1.8% growth in the
previous quarter (Figure 2}. For 2011 as a whole, the
u.s. economy grew by 1?% down from 30% in
2010

The main conlﬂbutors to the strong Q4 growth rate
were ‘the: ‘Tecovery of privale inventory investment
(which added 1.9 percentage poinis) and robust
household censumption {which added 1.5 perceniage
points}. - There were "also 'gains in exporis and
residential fixed investment. These gains were offset
by a significant contraction in government expenditure
which deducted almost a percentage point from the
growth ‘fate.” 'One encouraging note was “lhe
continuing decline in the unemployment rate which felt
for the fourth consecutive month in December {o
8.5%, the lowest level in three years

Howaever, the pace of growth is llkely fo slow in the
coming quarter. Government expenditure is expected
to decline more sharply, reflecting the ongoing
process of fiscal austerity. But more importantly, the

' This ﬁgu're_ Is based on the U.S. Bureau of Economic
Analysis’ advance estimate and Is subject o large revisions.

strength of growth in Q4 2011 -was built on the large
swing in inventory spending, which tends to be quite
volatile and is unlikely to be sustained. -~

. Figure Z: GOP Growth — Advanced APEC Economies
{year-on-year {y-o-y) percentage change) ’
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Japan
Economic acfivity in Japan was. inferrupted in March
2011 by the . devastating earthquakes  and
accompanying tsunami, - Nevertheless, the restoration
of the supply.chain has improved consumer sentiment
and pushed up private_consumption. Accordmgly,
real GDP in Q3 2011 advanced by an annualized rate

of 6.8%, with prwale consumption contributing around
24 percentage pomts of this growth rate

However the growth momentum has slowed in Q4
2011 with GDP contracting by an_ann_uatlzed rate of
2.3%. The closure of some nuclear power plants
following the March natural disaster, combined with
slowing gIobaI demand and a strong currency, has
caused expors to stow and imports fo rise. Japan
closed 2011 with its first {rade deficit {of JPY 2,496
biltien or 0.5% of GDP) since 1980. The contraction
in Q4 was also caused by other temporary factors,
including the disuption in the manufacturing supply
cham due to ﬂoodmg :n Thalland ,

In the near-term, the strong Japanese yen {JPY),
which remains near its peak against the US “dollar
{USD), will contribute to lowering import costs while at
the same time having a negative effect on exports.
However, growth is likely to gain ‘fraction in the
coming quarters, backed by a modest recovery in the
U.8. economy as well as an acceterated pace of
pubhc mvestments :

Other advanced APEC economies

Economic activity in Australia; 'Cana_da ‘and New
Zealand picked up in Q3 2011. On an annualized

APEC Policy Support Unit
15 February 20142
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basis, the Canadian economy advanced by 3.4%, a
turnaround from a 0.5% confraction in the previous
quarter. In Australia and New Zealand, GDP
expanded by 3.8% and 3.9%, respectively. The
drivers of growth differed, however.

For Canada, the strong recovery in export earnings
was by far-the most important driver, partly thanks fo
the resilience of the U.S. economy and the sharp
decline in the Canadian dollar (CAD). The domestic
aconomy, on the other hand, has lost some of its
positive momentum. Consumer spending growth
softened as househoids struggle with historically high
debt . levels and weak income growth. Business
investment was also dragged down by large
decreases in investment in machinery and equipment.

Australia and New Zealand were both confronted with
devastaling natural disasters in 2011. Flooding in
Queensiand -and -earthquakes in the Canterbury
region of New Zealand’s® South Island caused
disruption to businesses ‘and resulled in economic
slowdown earfler in the year. In the second half of
2011, ‘strong investment ‘In ‘the resources-related
sector has driven the recovery in Austratia. In New
Zealand, continued seismic aclivity has delayed the
reconstruction - process 'in ~ Christchurch 'but * the
economy received some stimulus from ‘a surge in
overseas visitors for the Rugby World Cup. - :

In large emerging APEC economies,
economic growth i in 2011 has been
resilient although the momentum has
siowed

Figure 3: GDP Growth — Large Emerging APEC Economies
{y-o-y percentage change}
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China

China's tight monetary policies earlier in the year
have . succeeded .in . cooling . economic - growih.
Throughout 2011, the - GDP .growth . rate slowed
gradually, but still remained at an impressive 8.9% y-
o-y for Q4 2011 (Figure 3). Weak demand for Chinese
exports .in the European and U.S. markels reduced
export revenues, - Invesiment growth .also shifted
downward on a soflened property market outlock. -On
a positive nole, prwate consumpilon was strong due
to rising incomes. e

Indonesia

" The Indonesian economy experienced another year of

stellar performance amid global financial turmeil. in
2011, GDP expanded by 8.5%°, marking the highest
growth rate since the 1998 Asian financial crisis. This
economic expansion was broad-based which helped
fo reduce national - unemployment. Rising job
opportunities and wages resulted in robust private
consumption, which grew by 4.7% in 2011, Despite
heightened global market unceriainties, business
investment and porifolic capital grew strongly in
indonesia, partly thanks to a sovereign credit
upgrading by all three major rating agencies since
Aprit 2011, Foreign direct investment surged to a
record USD 20 billion in 20’11 The external sector
also -performed well . regional _demand _ for
Indonesian exports remained strong.  In 2011, net
exports grew by 14.4% in comparison with the 8 7%
growth reglstered in 2010 : .

Russm

2011 was a robust year for Russ:as €CoNomic
performance. In Q3 2011, real GDP expanded by a
strong 4.8% y-o-y as domestic demand was boosted
by increased government transfers, rising disposable
income and continued credit expansion. -So far, weak
global growth had only a marginat effect on.the real

-Russian. -economy as oil prices remain high.

However, the pace of growth was expected to slow in
the tast quarter of 2011 :as the slowdown in Europe
and China slarted to affect Russia via financing and
trade channels, causing privale investment to
underperform.

Growth stories in other emerging APEC

.economies are mixed

Falling global demand has seen GDP growth rates in
trade-dependent economies such as Hong Kong,

2 According to Statistics Indonesia

APEC Policy Support Unit
15 February 2012
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China; Korea; Singapore and Chinese Taipei
decelerating sharpiy {Figure 4}. In Q4 20M1,
Singapore's economy contracted by an ‘annualized
rate of 4.9%°, leaving GDP growth for 2011 at 4.8%,
signifi canily lower than the 14.5% growth recorded in
2010, “The ‘cooling momentum in the private
residential properly sector following the government's
newly implemented measures and theé decline in the
electronics and biomedical production were the mam
contrrbutors te the econom:e comrac!ron in Q4

Figure 4: GDP Growth - Newly industrialized APEC
Economies {NIEs)
{y-o-y percentage change)
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Chinese_ Tarpai a_ls_e experienced a contraction of

0.98% (annualized ratej in Q4 2011 as the escalated
soversign . debt crisis in the Euro area and
deleveraging in advanced economies weighed heavily
on its exports and investment. Growth in private and
public consumption also moderated. Real GDP is
estimated to have grown by 4.0% in 2011, iess than
haff of the 10 7% growth regrstered in 2010.

Economrc aciawiy in Hong Kong, China and in Korea
steadily siowed over 2011. GDP growth in Hong
Kong, China slowed from 5.3% {y-o-y} in Q2 2011 to
4.3% in Q3 and furiher to 3.0% in Q4, leaving growth
for 2011 at 5.0%. - In comparison, real GDP grew by
7.0% in 2010. In Korea, weak growth in exports,
private consumption and corporate spending resulied

in GDP growth decllmng from 6.2% in 2010 lo 3. 6% in-

2011.

* This figure is based on an advanced estimate and Is
subject to revision. :

Frgure 5: GDP Growth — Malaysia; the Phliippines and
Thailand :
(v- oy percentage change}
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Aﬂer regrsterrng slmng growth ef over 7% in 2010, the
pace of growth in Malaysia; the Philippines and.
Thailand also .slowed in 2011 ~(Figure 5). - The
deceleration in Thailland's output was partly altributed
to disruptions in supply and production chains arising
from a series of natural disasters, first in Japan and
then in Thailand. . - Slowing global. demand for
electronic goods -has - impacted heavily on the
Philippines, where merchandise sxports fali by almost
18% between July and November and GDP growth
dropped to 3.7% in 2011, less than_ half of 2010's
record growth of 7.6%. :

Flgure 6: GDP Growth Latin American APEC Economles
(y 0- y percentage change} ‘
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The picture Is similar for emerging APEC economies
in Latin America {Figure 8). The slowing down in
industrial production in the United States contributed
to a sharp decline in Mexico's manufacturing
activities, especially those related to aufomobile
exports. The price of copper, an export mainstay of
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Chile and Peru, fell by 2_1%‘1 in 2011, : The disruption
in the production of copper in the second half of 2011
in Chile — due to bouts of poor weather conditions and
{abor disputes ~also impacted negativety on export
earnings. - On the domestic = front, - private
consumption, aided by favorable credit conditions and
healthy employment growth, has been the prlmary
dnver of economlc slrength '

Meanwh:[e lhe resource-rich economies of Bruner
Darussalam and Papua New Guinea have continued
to perform well. " In Brunei Darussalam, GDP growth
is expected to accalerate to 2.8% in 2011, continuing
the trend of economic recovery since 2010 on higher
oil and gas production. For Papua New Guinea
(PNG), economic activity is expected to expand by an
impressive 9.0%° in 2011, ‘underpinned by the on-
going development of the PNG Liquefied Nalurat Gas
project, higher commodity prices for its exporis and
increased government expenditure.

. APEC Economies:
Evolution in Prices and
Monetary Reponses

Figure 7: A Snapshot of December 2011 Benchmark
Monetary Policy Interest Rates and Annual Inflation Rates
for Selected APEC Economies®
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*Based on London Metal Exchangs Capper Prices.

> Based on the forecast from the IMF WEO September 2011 °

¢ Abbreviations used for figures are as follows: Australia
{AUS); Brunei Darussalam {(BD}); Canada {CDA), Chile
{CHLY; China {PRC); Hong Kong, China (HKG}; Indonesia
{INA); Japan {JPN); Korea (ROK); Malaysia (MAS), Mexico
{MEX); New Zealand (NZ); Papua New Guinea {PNG); Peru
{PE): the Philippines (PHL); Russia (RUS); Singapore (SIN);
Chinese Talpet {CT); Thailand (THA); Viet Nam {VN}.

Inflationary pressure began to ease in the APEC
region in the second half of 2011, consistent with the
global trend. - Commodilty prices, which are Key
drivers of inflation -and _are typically -volatile, have
bagun to stabilize, helping to ease some inflationary
pressure in .the short term. - Although still elevated,
prices for oit and other commodities, including food,
which created inflationary - pressure in-early 2011,
have not significantly increased further, Core inflation
is also generally subsiding, but femains high in
several economies that pay relatively high prices for
intermediate inputs,. such -as chemicals (Korea),
precious. metals {Indonesia and Viet Nam), -and
primary commodities {Hong Kong, China}. - Although
the general consensus_ is that global . inflation .has
already peaked, inflationary pressure continues to be
a concern in several APEC economies. . -

D_espite meaéures to booét ecd_no_mic
growth, inflationary pressure is generally
low in advanced APEC economies

Figure &: Headline inflation — Advanced APEC Econonties
{y-o-y percentage change)
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To stimulate economic growth, policy makers in
advanced economies have pursued a loose menetary
policy. . However, these measures have not resulted
in an increase in the price level for which they are
often. associated, mainly due to continued sluggish
growth in the advanced economies as well as the long
economic recovery process that Is anficipated. - : '

The United States

Headline inflation in the United Stafes increased
throughout 2011, with a 3.8% increase recorded in
Q3, followed by a 3.3% rise in Q4 {y-o-y} (Figure 8).
The monetary easing policy measures undertaken by
the Federal Reserve, as well as ils announcement
that shortsterm interest rates will likely remain near
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zero at 0.25% through late 2014, have added to price
pressures. ‘However, the Fed also announced that it
will adopt ‘an -explicit -inflation “target - of 2%.
Additionally, given the slow growth and deleveraging
that ~currently - characterizes ‘the " U.S. economy,
inflationary pressure is expected {o remain low. ~The
weak U.S. labor market has also further dampened
inflationary pressure as hlgh levels of unemployment
weaken wage growih : e

Japan

Although headtme inflation increased by just 0 1% in
Q3 2011 (the first increase since Q4 2008), Q4 2011
saw another fall of 0.3% (y-o-y) as Japan continues o
experience deflation. Most significantly, core inflation
continues to decline. The Bank of Japan has pledged
to keep its zero interest rate policy ~ the benchmark
interest rate i3 held in a range of zero to 0.1% — untif it
achieves the goal of 1% annual inflation. ‘Additionally,
the bank announced that it would expand ils asset-
purchasing program 1o JPY 85 tillion from JPY.55
trillion in a move to spur economic growth.

Other Advanced Economies .

inflationary pressure in Australia and New Zealand
cooled in the last quarter of 2011. Most notable was
in New Zealand where consumer prices surprisingly
fell by 0.3% over the previous quarter, helping to pull
down the annual inflation rate from a rate of 4.6% in
Q3 fo 1.8% In Q4 2011 (y-o-y). In Australia,
consumer prices increased 3.1% in Q4 2011, easing
from their rise of 3.5% in Q3 2011 (y-o-y), but still
higher than the official target of 2% to 3%. Canada
also saw an easing In Inflation as consumer prices
rose 2.6% In Q4 2011 after increasing 3.0% in Q3 (y-
oy}, mostly due fo gascline prices beginning to
moderate, and suggesting that the Bank of Canada's
policy of maintaining the benchmark lending rate at
1% has not led to large price increases.

The legacy of a strong_'currency in Australia and New
Zealand, ‘'which helped to lower import prices, has
also helped to moderate inflationary pressure. The
cooling down of consumer prices, combined with the
unusual degree of uncertainty around global
conditions and the moderate pace of domestic
demand, has led to expectations of a  further
loosening of monetary policy in the near term, .

Although mﬂatlonary pressure remams a
concern in emergmg economies, '
stlmulatmg economic growth_has_
become a btgger prlorlty

In contrast to advanced economtes many emergmg
economies which experienced high levels of inflation
in early 2011 have tightened monetary policy,
successfully enacting measures to curb inflation by
late 2011, Given the general consensus that global
inflationary pressure has eased, emerging economies
should still have room to loosen monetary poiicy in
order o bcoslgrowth if needed I

anure 9: Headlme lnﬂanon = China; lndonesna, Russia and
] Viet Nam
" {y-oy percentage change)
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China

China - continues to face challenges in balancing
inflationary pressure with stable growth. In fact, the
retreat in key commeodily prices across the world

‘partly reflects slowing growth in China as a result of

its steady monetary tightening. Following a period of
clevated -inflation throughout 2010, ~government
measures to curb prices began to take effect in 2011,
with headline inflation easing to 4,6% in Q4 2011 (y-o-
y} from 6.2% in the previous quarter (Figure 9).
Nevertheless, rising land, labor:and resource cosis
continue to add inflationary pressure in the long term.
Despite this, a possible slowdown in GDP growth may
lead to moderate policy easing in order to support
growth and restructuring in China.

Indonesia

inflation _continues to ease .in Indonesia, with
consumer prices up by 4.1% in Q4 2011 compared
with an increase of 6.8% in Q1 (y-0-y). “Although price
pressures are easing as demand for exboi‘ts slows,
the governments plan to limit subsidized fuel
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consumption and to raise electricity tariffs may give
pressure to pr:oa increases In 2012,

Folfowmg reductrons in October and November 2011,
Bank Indonesia cut its benchmark interest rate from
6.0% fo 5.75% in February 2012, the lowest since
2005. This latest move surprised the market, fuelling
speculation that stimulating economic, growth has
hecome the bank’s marn focus desplle the inflaiion
risk. - A

Viet Nam

Among emerging APEC economiss, -inflation is a

most pressing ‘ concern In " -Viet '~ 'Nam, ““which’

experienced - ‘doubie-digit . increases - in. - headline
inflation in each quarter-of 2011. Consumer prices
ended 2011 up 19.8%.. As a result policy makers in
Viet Nam have less room to loosen monetary policy in
order o boost growth against a sluggish global
economy and a weak outlook for exports. - Although
other emerging economies have_lowered interest
rates, the State Bank of Viet: Nam is reluctant to cut
their interest rate — wh:ch current[y stands at 15.0% -
until there is evidence of susta:ned lower inflation,
especially core mﬂatlon

Russia

Headline inflation in Russia slowed throughout 2011.
Consumer prices tose 6.7% in Q4 2011 (y-0-y),
following increases of above 8% in the first three
quarters of 2011. However, risks to inflation continue
to linger, “especially as the government plans to
incraase public spending and also fo raise tariffs on
electricity and other public utilities. Palicy makers are
therefore reluctant to lower the policy rate, even in

light of the risks to economic growth, including a

possible reduction in the demand for Russia’s exports
if the debt crls:s :n Europe contlnues to worsen

Newly 1ndustnahzed Econom:es (NIEs)

With the exceplion of Chinese Taipei, inflation is
elevated in the newiy industrialized APEC economies.
Consumer prices in Singapore increased by another
5.5% In Q4 2011 (y-0-y) {Figure 10). Even as growth
moderates, Inflation Is expected .to remain high in
Singapore mainly. dus to .a continued increase. in
housing rents, rising . wage  cost pressures, and
policies that have - increased the price of car
ownership. In conirast, price pressures from food and
housing rentals are expected to ease in Hong Kong,
China .-as global . commodity - ‘prices retreat ~and
domestic economic activity slows in line with the
globat economy. Headline inflation in Hong Kong,

China Increased 5.8% in Q4 2011, following a rise of
6.5% i in the prevtous quarter (y-o-y}. S

Figure 10: Headline Inflation — Newly Indusirialized APEC
o -Economies {NIES) -
. {y-o-y percentage change}
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Headline inflation in Korea was high throughout 2011,
rising 4,0% in Q4 (y-oy).  This was due to. an
increase in the prices of raw malerials and other
commodities. Despite having already implemented
policies to curb prices, policy makers plan to enact a
number of measures, including minimizing the
increase in utility charges. The Korean government
has made tackling rising inflation a top - priority,
pledging to stabilize consumer prices in 2012 and to
keep inflation in the low 3% range. Given continued
price pressures, the scope for reducing the policy rate
as a measure to combat slowing growth is limited.
The official interest rate currently stands at 3.25%.

Other Emerging Economies

Figure 11: Headline Inflation — Malaysla; Papua New
Guinea; the Philippines and Thailand
{y-o-y percentage change)
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Although consumer prices in Thailand increased 4.0%
in Q4 2011 {y-o-y}, ‘inflationary ~pressure has
decreased {Figure 11). Boosting aconomic growth
has become a priority, especially since the economic
impact of the flooding has been worse than expected.
Accordingly, the Bahk of Thailand cut the benchmark
rate to 3.0%.in January. Similady, the Philippines’
central bank also lowered is policy rate o 4.25% in
January as the sluggish global economy threatens
growth. . Headline inflation in the Philippines rose

4.7% in Q4 2011 (y-o-y), bul is consudered by policy
makers lo be contalned

Meanwhile, headllne lnflation in Malaysia rose 3.2% in
Q4 2011, following a 3.4% increase in Q3 {y-o-y).
This was the largest rise since Q1 2009, as food and
transportation costs increased and 'a weakening
currency made imports costlier. In particular, the
flooding in Thalland, which resulted in a loss of an
estimated 6 milllon ‘mefric tons ‘of unmilled rice as
flooding damaged key plantation areas, has driven
impo_rted faod prices higher in Malaysia.

' Flgure 12 Headhne Inflatlon Latin Amencan APEC
" . Economies b
. [y-_o—_y percentage c_haﬂge}
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Source: Thomson Reuters, natlonaE sources and PSU staff
calculation .

Headline inflation was elevated in Peru throughout
2011, rising 4.5% in the Q4 (y-o-y), mainly due to
rising food prices (Figure 12), Policy makers have
indicated that the higher than expected inflation, and
the expectation that food prices will remain elevated,
has prevented them from doing more fo bolster
economic growth — the policy rate remains unchanged
at 4.25%. Chile also experienced a higher than
expected increase in headline inflation in Q4 2011
due to higher food prices, rising 4.0% (y-o-y).
However, policy makers consider this increase to be
short term and the central bank reduced the
benchmark overnight lending rate to 5.0% in January

as bolstering sconomic growih becomes more of a
priority. In Mexico, elevated food prices also caused
headline inflation to increase higher than expected,
tising 3.5% ‘in Q42011 — -the ‘central 'bank has
maintained the benchmark lending rate at 4.56%.

IV.  Developments in APEC.
Financial and Currency
Markets

Equity pi’ices _i'n most APEC markets

have exhibited sharp swings in the
second haif of 2011 with’ emerging APEC '
markets generaily underperformlng '

Flgure 13 Growth of Stock Prlce lndexes 3 january to 30
December 2011 percentage change)
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Despite the lmpresswe performance of the domestic
econonyy, the Chinese slock . market exparienced
targe losses in 2011, The Shanghai Co_mposute Index
closed the year down 21.7% (Figure 13). =~ The
reduction in stock prices in China partly - reflected
liguidity pressures as the government implemented
stringent measures lo address real estate and other
price pressures.

Share prices also declined ‘considerably in 'the
Russian equity markel, partly reflecting the volatility of
globat commodity and currency markets. © Elsewhere
in emerging Asia, equity prices also fell sharply on
concerns about a possible softer growth profile for
China as well as the possible effects on the region's
exporis of contmued s!ower global growlh The

7 Dally closing stock price indexes of ASX 200 (AUS), TSX
Compaosite {CDA), PSA {(CHL), ‘Shanghai Composiles
(PRC), Hang Seng (HKC}, JCI {INA), Nikkei 225 (JPN},
Kospl (ROK), KLCI (MAS), IPC (MEX), NZX 50 {NZ), SE ISP
15 (PE), PSEI (PHL), RTS (RUS) STE (SIN), TAIEX (CT)
and DJIA (USA).

APEC Policy Support Unit
15 February 2012



APEC Economic Trends Analysis

excaptions were the Philippines and Indonesia, where
the local composite stock indices bucked the global
declining trend, ending 2011 at 3?% and 2.5%
higher, respectively. : ’

Equity markets -in advanced APEC economies also
produced mixed results. The Japanese market ended
2011 at their lowest year-end close in almost three
decades. . Elsewhere, the declines in hard commodity
prices in . August ~and - September. . significantly
impacted resource stocks. The composite Australian
ASX 200 index lost 18% over this period although it
recovered some of these losses toward the end of
2011, On the other hand, U.S. equities. rallied
strongly during the final days of trading in 2011 on
positive news in the economy, reversing most of their
earlier losses.  The Dow Jones index closed 2011 at
6.2% higher while the U.8. S&P 500 closed the year
* with very marginat losses,

Frequent f!uctu_ations_in investors’ risk
sentiment have also caused volatility to
return to the exchange rate markets,

especlally smce the second half of 2011

Flgure 14: Evolution of the USD® and the Chicago Board
Options Exchange Market Vofatlisty (le) mdex
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Despite the sovereign credit rating downgrade by
Standard and Poor's, the US dollar (USD) has
relained - its safe-haven currency status (Figure 14).
Amid increased market uncertainty around mid-

% The USD Nominat Broad Index is a weighted average of
the foreign exchange values of the USD . against the
currencies of a large group of major U.S. trading partners.
An Increase En the USD :ndex md:cates an appreclatlon of
the Ush. -

° The Chicago Board Oonns Exchange Market Volatility
Index {ViX} represents a measure of the market's
expeciation of siock market volatility over the next 30 day
pericd.  An increase in the VIX index indicates greater
uncertainty in the stock market,

September, investors withdrew assets in offshore
markets and repatriated these funds to the Uniled
States and {o a-lesser -extent, Japan. -Based on a
basket elaborated by :the U.S. Federal Reserve
{which considers the currencies of the main U.S.
trading partners), the USD gained 2,9% In 2011."

Figure 15: Change in Exchange Rates'® against the USD -
6 January to 6 December 2011, percentage change)
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The performance of other APEC currencies has been
mixed {Figure 158). The Japanese yen (JPY) reached
record highs on a nominal basis in late 2011, gaining
7.4% against-the USD in 2011, Much of this
appreciation -can. be affributed to increased :risk
aversion. > The ~Chinese yuan (CNY} has. also
gradually appreciated against the USD, ending 2011
around 4% higher. In Latin America, the Peruvian sol
(PEN} has been the best performing Latin American
currency.  High commodity prices and a strong
economic performance have seen the PEN closing
201t up 4.5% agamst the USD '

In cther emergmg APEC markeis portfolao mvestment
has fallen since August 2011, reversing some of the
previous -strong flows. Accordingly, currencies of
most emsrging APEC eccnomies have depreciated,
particularly against the USD and the JPY. The
sharpest falls occurred in mid September 2011 as
concerns about weaker global growth added to Euro
area debt concerns. In this context, the Korean won
(KRW) was particularly . affected, ‘depreciating as
much as 12% against the USD over. the -August-

9 Abbraviations used for Figure 14 are as follows: Australian
dellar {(AUD); Canadian dollar {CAD); Chilean peso (CHF);
Chinese yuan {CNY); Hong Kong dollar {HKD); indonesian
rupiah (IDRY; -Japanese yen {JPY); Korean won (KRW);
Malaysian -ringgit (MYR), Mexican peso {MXN); New
Zealand dollar (NZDY; Peruvian sol (PEN); Philippines peso
(PHP), Russian ruble (RUB); Singapore doliar {SGD};
Taiwan new dollar (TWD); Thai baht (THB}; Viet Nam dong

"{VND). - (Taiwan new dolfar is the currency -of Chinese

Taipsl)
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September period. Since the reported intervention by
the Korean Ceniral Bank, the KRW has retraced
some of its earlier losses. - The Viet Nam dong (VND)
also depreciated -sharply, ending 2011 8.0% lower
against the USD, given a large current account deficit
and low foreign exchange -rate reserves. - In. Latin
America, the Mexican peso (MXN) has been
particularly sensitive {o fluctuations in oil prices and
developments in the U.8. economy, depreciating by
18% against the USD over the second half of 2011,

V. APEC Economies:
Prospects and Risks

Based on the latest IMF forecasts in January 2012,
the short term growth outlook for the APEC region
has deteriorated since the September 2011 WEC
publication. Real GDP in the APEC region is
projected to grow by 4.1% in 2012 and 4.5% in 2013,
representing downward revisions of 0.4 and 0.5
percentage poinis for 2012 and 2013, respectively,
relative to the September 2011 WEO forecasis (Table
1). The pace of growth momentum is forecast to slow
in many APEC economies but:is more pronounced
among the NIEs. On the other hand, the economies
of Australia; Japan; New Zealand and Thailand are
projected to grow. faster-in 2012 compared lo the
pravious year, partly because of the recovery process
from natura[ disasters. - N

Table 1: IMF Forecasts for Real GDP Growth for Selected -

APEC economtes™

Real G:Pg“o.uh raies _

y-oy (%)
- Canada
‘ China
“Japan ¢
WMepdco
Resia L
Uhited Stefes .
" NEs
ASEANS

Jan 12 forecast
APEC Sep 11 forecast

mdan'iZforewst

Sep 11 ferecast

Source IMF and PSU staff célcuiatlon ]

On. the |nﬂait0n 51de weaker g!cba! demand for
commodities in the near-term is expecled to drive
price pressur_es dpwnward_further in 2012, “in

T ASEAN-5 are Indonesia; Malaysia;
Thaifand and Viet Nam.

Ehe. Philippines;

10

advanced economies, sluggish growth and well-
anchored inflation should help :to - contain price
pressures, whereas emerging economies should
benefit from lower food price inflation. :

However, risks to both the economic and
|nfiat|on outlook remam ' :

Despile recent better—than-expected économic data in
advanced APEC economles concerns remain as to
whether this pick-up in growth can be sustamable
over the next two years. In the United States, there
are ‘three factors that could substantially weaken_

growth prospects These |nc[ude '

C e o the pctenilai damage to domestlc demand
" ‘and growth. from :political deadlocks over-
fiscal spending and taxes; :
« the continuing feeble recovery in  the
housing market despite the decline in home
: mortgage rates {Figure 18). This in effectis
- curbing the -ceniral bank's efforts to spur
aconomic -growth. and . holding back.. the
'recovery of the U.S. fi nancnal system_and
the normalization of credit conditions; and
s the weak labor market outlpok, . Recent
empioymenl gains . in ; the manufaciuring
sector could be offset by weakness in
services sector recruitment, which employs
around 80% of the U.S. workforce,

Figure 16: S&P/Case-Shiller Home Price Indices {20 City-
Composites} and the average 30-year fixed home
morigage rate k
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In Japan, causes of concerns over a sustamab[e
recovery mc[ude ' : - :

. the worsening of Japan's fiscal situation. In
order to finance reconstruction spending, it is
expected that the government will push for
tax increases and lower public spending in
other areas, including possibly in social
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~support to households. - This -has the
-consequence - of . reducing  consumer

- confidence -and could negatwely impact

: domestac spending, and

. nsmg energy costs due to the dtsruphons of
.- nuclear power plants. . This factor, combined
. with the continued strength of the JPY and
... deflationary pressure, has promptad many
- Japanese manufacturing companies fo
consolidate .- their .. ‘overseas - affiliates’
business - while - others . are.: considering
relocating production offshore. in the
absence -of any major change in economic
policy, the increased relocation of Japanese
-+ industries overseas . could  pofentially lower
- Japan's: -economic - growth - via reduced
"bus:ness mveslmenl and emp!oyment

Another major nsk reiates to iha possnbzhly of housmg
bubbles in some economies. ’In China, for example,
the current credit control policy has seen property
prices and transaction velumes soften significantly
across the economy. As the property sector is an
important : contributor to local government tax
revenues and econgmic growth, further weakness will
likely affect future real estate investment in'China and
rekindle fears of - potential default among iocal
govemmenl fi nancmg veh:cles :

APEC economies are afso vulnerable to the ongomg
sovereign debt crisis .in. the Euro area which could
potentially send the -global economy back  into
recession. As noted in a report by the PSU™, such an

avent would impact APEC economies through three

channaels, mcludlng

. Iower expott earnings; .

LI high volatility in the currency and financial

‘asset markets; and
+ _stress in bank fundmg and h:gher borrowmg
T costs. . o

To date, there has been strong evidence of lower
exporl earnings and high volatiiity .in the financial
markets in most APEC economies. As the banking
sector in APEC is better capilalized now than it was
on the onset of the 2008 Global Financial Crisis, the
stress in wholesale bank funding has been somewhat
limited. - However, the. risk of intensifying funding

stress and rising bhorrowing costs remains real, if

2 Le, Quynh. Sovereign Debt Challenges in the Euro area:
Implications for APEC. Policy Brief No, 2, APEC PSU, 2011.

tH

sovereign debt challenges m the Euro area were to
oscalate further.

Moreover, some APEC sconomies are exposed fo a
large reversal of net capital inflows. Accordlng toa
report from the [nstitute of international Fmance , het
capital Inflows to emerging economies are pro;ected
to decline by another 18% in 2012, after falling .to
USD 958 billion in 2011 from USD. 1,107 billion In
2010. So far, the looss monetary. policy adopted by
central banks in large advanced economies has led o
strong flows of capital into -higher-growth. emerging
APEC markets, causing concerns over .asset price
bubbles. The bursting of such bubbles .can trigger a
deleveraging process that could seriously affect the
global economic outlook. e

In. addilion, the cur_rent .\(olatilily in financial markets
could create .a significant negative wealth effect that
could substantially dampen . consumer purchasing
power. . ..For .some emerging economies, sharp
currency depreciation is a cause for congern as it can
depress domestic  consumption and invesiment.
Sudden currency -movements could also increase
forelgn exchange . sisks, .which can .trapslate into
higher interest rates and add addslionai uncenalnty in
the {eal aconomy. :

Finally, risks to global inflationary pressure will remain
in 2012. High prices for oil have held up in recent
months and are forecast to ease only slightly in 2012.
Geopolitical risks to oil prices are expected fo remain
elevated. . Additionally, continued .concern over the
Euro area and the sluggish growth in many advanced
economies combined - with the easing measures
adopted by advanced economies lo boister growth
may result in excessive capital flows to many
emerging economies that could further drive up
prices,

® Institute of Intemational Finance. Capilal Flows fo
Emerging Markel Economies. |IF Research Note, 2012,

APEC Policy Support Unit
15 February 2012



APEC Economic Trends Analysis

VI. hnphcahonsforPohcy

Responses

One of "APEC's ongomg_ priorities is to address
obstacles that - mh:brt cross-border trade and
investment by removing barriers to doing business.
The above analysis “highlights ‘that the current
economic landscape has created
challenges forbusmesses Thaselnclude

e Uncertamty in global growth prospects has

resulted in many rnvestment decrsrons bemg

.- delayed or cancslled; -

H. Impeding access {o credrt as Iarge banks are
undergoing the process of balance -shest
deleveraging. Subslantial declines in the

" market prices of many financial assets have
"“gxacerbated this problem mostly because it

" has become more expenswa for businesses .

to raise capltal |n the equny and bond
markets;
fi. "~ Disruptions in global supply ‘chains arising

from natural d:sasters: This cou_ld severely:
impact corporate financial* performance by

“raising input  costs andfor disrupting
producuon lines. sl

In many emergmg markets businesses are facing

extra pressure from the risk of rising inflation. The
tightening of monetary policy to curb price pressures,
including raising interest rates, increases the costs of
borrowing for businesses. = On . the "other :hand
expansionary - monetary pollcy ‘pursued by some
advanced economies has resulted in low interest
rates. - Companies. however remain reluctant to

borrow and spend as they conllnue to pay down hlgh

levels of debt.

These challenges are - particutarly problematic for
small and medium-sized enterprises (SMEs)} due to
their weaker financial structure ({ie. lower
capitalization and lack of requisite collateral} and
vulnerability to market flucluations. As SMEs
represent a largé segment of the private sector in all
APEC ecconomies and are the key generators of
employment and income and drivers of innovation
and growth, policy responses should therefore seek to
address both temporary and structural deficiencies in
the SMEs operating environment, in conjunction with
other fiscal and menetary measures to maintain the
region’s macroeconomic and price stability.

The first step toward this should include enhancing
mechanisms for tracklng. researching and analyzing

“three new

iz -

SME specific data. This ‘data  should - provide
information on-the environment in which SMEs are
conducting businesses, i.e. frends in market demand,
availability of credit and price pressures; -Examples of
such information could include the Small Business
Economic Trends ' survey which provides up-to-date
information on sales, investment and job outlook as .
well as ‘credit -conditions for SMEs™in the United
States. 'In:light of the ‘current volatile “business
conditions, limely data on SMEs operating conditions
can be one of the most crucial tools for policy makers
in dewslng effeclive polrcy responses v

Additionally, as the current economic downtum isa
gicbal - phenomenon, - greater ‘cooperation among*
APEC policy makers is essential, APEC economies
should work together to strengthen financial sectors
so that they can .continue facilitating economic
activity. In this regard, attention should alse be paid
to develop a more inclusive financial system that is
capable of infermediating financing for Investment —

particularly for SMEs —:in order to promole prlvate
sector-!ed growth : : :

It is atso ampertant to note that the Asla-Pacn" ic is the
world’s most catastrophe prone region. ~In 2011, Asia
accounted for 80% of USD 270 billion worih of global
economic losses from natural catastrophes. - Only
20% of the USD 259 billion losses incurred in the first
three-quarters of 2011 was insured. The challenge
on governments 10 manage the economic impact and
finance “the costs of  disaster recovary - and
rehabilitation - 'is compounded by “the
inlerconnectedness of APEC economies and supply
chains. In order to mitigate the ‘impact on business
and economic activities, it is crucial for governments
lo strengthen the resillence of economies and
businesses through effective disaster risk reduction
strategies. This may entail” widening of  natural
catastrophe insurance coverage and assessing
critical risks to major supply chains o reinforce their
ability to withstand emergency siluations through
public and private sector partnership,

Despite the unceriain econemic outlook, it -is
important thal APEC economies continue to pursue
regulatory. reforms as identified in the APEC New
Strategy for Structural Reform (ANSSR} and in the
Leaders’ Agenda to Implement Sfructural Reform
{LAISR) initiative. For example, reforms that create a
more business-friendly environmant through removing
constraints and barriers to business establishment

" The Small Business Economic Trends survey Is provided
by the U.S. National Federation of Independent Business.
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and growth will provide a necessary platform for the
private sector to contribute more {o economic growth
and job creation. This is particularly relevant for some
emerging APEC econcmies where private enterprises
are facing higher regulatory costs. Itis also important
for advanced APEC economies in which deteriorating
fiscal positions imply that in the short to medium term,
the public sector will ne longer provide the same
stimulus to economic growth as before.

In areas of regional cooperation, APEC can play a
significant rele in expediting the pace of structural
reforms and promoting enhanced awareness among

" APEC member economies on the areas where

structural reform would be most value added. In this
regard, APEC needs to continue monitering, reporting
and discussing the regional economic irends and
challenges on a regular basis in order to evaluate
existing policy measures and possible areas of
cooperation and coordination. APEC can also
facilitate the structural reform process by identifying
pilot projects that promote best practice and high
qualily policies, laws and regulations.

The APEC Policy Support Unit provides APEC members
and fora with professional and tailor-made research,
analysis, policy support and evidence-based policy
suggestions.

Address: 35 Keng Mul Keng Terrace, Singapore 119616
Website: http/Awww.apec.orgfen/About-Us/Policy-Support-
Unit.aspx

E-mali: psugroup@apec.org

APEC#212-8E-01.2
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Draft
APEC lnnovation Strategy
Step 1: To Identlfy the Scope of Indicators
Evaluating the Intensity of Innovative Development in APEC Economies

introduction

The Asia-Pacific Economic Cooperation economies have seen impressive economic growth and
development by promoting free and open trade and investment, and strengthening regional economic
integration. The APEC Growth Strategy adopted in 2010 is intended to shape the region's growth
following the global financial and economic crisis. It reflects the new challenges that have come to the
forefront in recent years and therefore been added to APEC's agenda, such as the necessity of
constant innovation.

Constant innovation and increased use of infofmation and communications technologies (ICT) across
the globe have been the preconditions for enhanced productivity, dramatically expanded trade, and
wider and faster financial and information flows.

Achieving Innovative Growth -is -an.important APEC, objectwe facilitated by the APEC Industrial
Science and Technology Working ‘Group. APEC of the 21% century is ‘'seen as a dynamic and
prosperous region built on the development and application of science, technology and innovation
(STI) that improves the quality of Itfe whzle safeguardmg the naturai enwronment and achiev:ng
sustainable development.

Currently there is a cléar trend towards intemationalization of national R&D and innovation efforts in
APEC economies. However, APEC economies vary considerably not only in terms of technological
intensity and innovation activity, but aiso in terms of the policy tools applied to incentivize them. It is
therefore clear that economies should prioritize their cooperation efforts in STI, taking the actions
outlined in the Growth Strategy and beyond.

Coordinated and effective regional STi policy, efficient policy-making and performance assessment
should be supported with the credible data and information pool. in order to set milestones and ftrack
progress in achieving key STI goals and, ultimately, the Innovation Growth in each of the APEC
economies and the region as a whole, it is necessary to develop and test a comprehensive
measurement system.

Proposal

The proposal is to develop a measurement framework that would reflect regional cooperation in the
sphere of science, technology and innhovation in the APEC region.

The measurement framework is to be composed of indicators that are harmonized with international
statistical standards for STi and used by national statistical offices of APEC economies and
international organizations (OECD, Eurostat, efc.), therefore allowing international benchmarking. The
suggested indicators are i.a. as follows:

¢ Number of ariicles in scientific journals, indexed in SCOPUS and / or Web of Science,
in co-authorship with foreign partners from APEC economies (by field of science and
technology); ‘

¢ Number of patent applications (patenis granted) submitied {(obtained} jointly with
foreign partners {applicants / inventors) from APEC economies (by IPC class),

» Technology exports and imports (by category of agreement and by APEC member),

+ High-technology exports {by commodity and by APEC member);

““e “Number of researchers that completed an internship (training and retralnlng)
' :.-umversmes and research organizations of APEC economles ' R

Based on the above Emear indicators it would be possible to calculate retatlve and welghted lndicators
as well as to compose aggregate indicators - indices that would best reflect the interstate STl
cooperation in APEC region, as well as comparative scientific and technological advantages of the
region and member economies.



Adoption of the APEC common system of ST indicators would allow analyzing the following important
aspects: k

assessing trends and effects, strength and weaknesses, best practices of the APEC regional
STl cooperation;

identifying S&T fields and industry sectors notable for intensive regional STI linkages;
evaluating beneéfits for APEC economies gained from the regional cooperation in STI;
developing joint actions to intensify STI cooperation in the APEC region;

assessing impacts of APEC and domestic STl and integration policies.

As a result, the establishment of relevant indicators will make it possible to track the progress in
achieving the APEC strategic goals on a regular basis, as well as fo develop an action pian for
capacity-building and sharing best practices in ST! cooperation aimed at fostering innovation-based
growth in the region. :
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the need to engage busmess through promotaon of R&D and
demand-side measures to create innovation-friendly markets

» Social and environmental challenges- _
climate change, food and energy. security, the ageing sooety

» Science and technology challenges: . . ..
mobilisation of resources for research and innovation, quallty of
education, strengthening research performance _

> Globalisation effects and consequences of
financial crisis -

Innovatlon clrwes growth and is essentral for
addressing global and social challenges
- (OECD Innovation Strategy)

> Common objectives and strategic priorities for
cooperatlon (structured dlalogue at all. Ievels)

> Development of relevant initiatives and
mstruments/ programmes for cooperation

> Networkmg (educatron, research mdustry, pubhc :
agenc:es) R B

> Sharing of the best practices to mform pollcy maklng

> Instruments to defme STI strategres and prrorrty
settlng (Foresrght studres) - _

2/18/2012
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» Co- publlcatlons
scientificarticles in SCOPUS or Web of Science indexed Journals
co-authored by individuals from APEC economles IR

» Co-inventions

- patent applications (patents granted) submitted (obtamed) jointly wath
co-inventors located in other APEC economles

» Technology transfer :
technology exports/imports between APEC economles :

» High-tech trade '
high-technology exports to APEC economies by product group

» Research mobility
- pumber of researchers that completed an lntemshtp at unwersmes and
research organisations of APEC economies

» Aggregate indices

.57 Higher Sed ‘ol Extrire

' 1998

Scientific articlesand
co-authorship

. QECD economies
€Z5D APEC economies
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Number of Russnan scnentlﬁc artlcles co- authored w1th
~scholars from APEC economies- 2010 :
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Russia’s high-technology exportsto APEC economies: 2010
(USD millfons)
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To establish a common indicator system on
STI cooperation for APEC economies will allow:

» Evaluating trends and effects in mternatlonal
STI cooperation

¥» Identifying S&T fields and industry sectors notable for
intensive STI linkages

» Revealing strengths and weaknesses of reglonal
STI cooperation

» Indicating joint actions to intensify STI cooperation in
the APEC region .
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Thank you for your attention!

laokhberg@hse.ru

20, Myasnitskaya str, Moscow, Russia, 101600
Tek.: 47 (495) 628-8329, Fax: +7 {495) 628-7931
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