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PHILIPPINES — A RISING 
ECONOMY HOSTS THE APEC  
INTERVIEW BY HIS EXCELLENCY 
CARLOS D. SORRETA, AMBASSADOR OF 
THE REPUBLIC OF THE PHILIPPINES TO THE 
RUSSIAN FEDERATION

— The Philippines has seen steady economic growth in recent years, 
what do you think are the country’s main achievements? 

— Yes, the country is experiencing sustained economic growth and we expect this 
to continue. For the last fi ve years from 2010 to 2014, the Philippines’ GDP has grown 
at an average of  6.3 percent each year while the world average was just about 3 percent. 

The Philippine economy never stopped growing since the 1997 Asian fi nancial 
crisis. However, the recent years have been remarkable because the growth we expe-
rienced is the direct result of  sound macroeconomic fundamentals which makes it 
sustainable and consistent. For instance, during the recent devaluation of  the Chinese 
yuan the Philippines was one of  the least affected countries. This is a testament to 
the excellent work of  our fi nancial authorities. 

We have received successive upgrades from all the major credit rating agencies 
including S&P, Moody’s and Fitch. At the moment, we are the world’s 39th largest 
economy in real terms and 29th largest when adjusted for purchasing power. Because 
of  the sustainability of  our development and the favorable demographic circum-
stances we enjoy, many analysts predict that the Philippines will be one of  the 20 
largest economies by 2050.

— What are the success factors?

— There are many ingredients that contribute to our continued economic suc-
cess. Aside from the competence of  our economic and fi nancial regulators, perhaps 
the most important factor is the success of  the Aquino’s administration in projecting a 
transparent and rules-based regime for business. This made foreign and local partners 
feel confi dent about doing business in the country. The President was able to demon-
strate that the country is a safe destination for investments by leading a clean govern-
ment and by stamping out corruption and other ineffi ciencies at various levels.
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Another contributing factor, 

which has been going on for many 
years now, is the development of our 
services sector. Not too long ago, 
people perceived the Philippines 
as an “agricultural country”. Today, 
agriculture accounts for just over 
10 percent of our economic out-
put while services represent al-
most 60 percent. This makes us 
unique compared to most emerg-
ing markets that are transitioning 
from agricultural production to an 
export-based economy. The strong 
focus on services (as opposed to 
exports)  makes our economy re-
silient to external pressures such 
as currency shocks and changes in 
global demand. It also matches our 
strength in terms of human capital. 
We are now the reco gnized world 
leader in business process outsourcing (BPO) even though we do not necessarily have 
the cheapest labor and overhead costs. This happened because of the immense talent of 
the Filipino workforce and the favorable policy environment created by the government. 

The last factor I would like to share, although there are many others, is actually 
a corollary of  our strong services  sector: the fact that our strong growth is driven by 
domestic consumption. The focus on services has created millions of  employment 
opportunities that increased the purchasing power of  our population. This facilitates 
a positive cycle where strong consumption leads to larger revenues for companies 
who, in turn, are able to expand and hire more people. 

— What are the challenges the country faces?

— Sustaining growth of  this magnitude and pace certainly comes with various 
challenges. However, it is best to see these as opportunities which I believe the gov-
ernment and our people are ready for. In fact, much of  it involves continuing policies 
and initiatives that are already in place.

Philippine corporations are doing very well right now and many are expand-
ing globally. This needs to be complemented by growth from our micro, small and 
medium-sized enterprises. While an overwhelming majority of companies in the 

H. E. Carlos D. Sorreta              Image by Ignat Solovey/RSPP Press Off ice
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country are MSMEs, their share of revenues needs to increase so that they could 
contribute more to the econo my. MSMEs have the greatest potential of affecting 
change in their communities.

There is also a need to constantly adapt to the changing nature of the world 
services market. While we take pride in having a leadership position in the BPO 
industry, we cannot be complacent and we should continue to adjust and supply 
high-quality human resources. We have begun education reforms that will help en-
sure that our workforce remains competitive in the world economy. We have also 
observed an upgrade in the quality of BPO work that we are doing in the Philippines 
from contact centers and simple back-end operations to software development, ani-
mation and business analytics. 

It is also important that the benefi ts of economic expansion trickle down to or-
dinary people. Everyone must have access to the economy and have the opportunity 
to contribute. This is why the Philippine hosting of APEC 2015 revolves around the 
central theme of “inclusive growth”. At the domestic level, inclusive growth defi nes 
the growth strategy of the Philippines in terms of creating jobs, reducing poverty 
and integrating the entire population into the economic and social mainstream. At 
the regional level, it defi nes the trajectory of APEC economies in terms of broaden-
ing access to opportunities which will lead to further econo mic growth and better 
well-being. At the macro level, this means bridging the gap between developing and 
developed APEC economies for each one to enjoy the benefi ts of a truly free trade 
and investments regimes.

— What role do you think the regional integrations processes, such as 
APEC, play in the country’s development?

— Regional integration, especially those that are economic in nature, can be 
considered as one of  the global “megatrends”. Everybody is doing it and for good 
reason. Economic integration has been proven to spur economic growth as it allows 
different countries to engage each other commercially within a system go  verned by 
mutually agreed-upon rules. It works by facilitating economic exchange while foster-
ing trust and continuous dialogue. 

The Philippines is a founding member of APEC as well as ASEAN and has 
benefi ted immensely from its active position in both groupings. While the main goal 
of regional economic integration is to facilitate free trade, services and investments, it 
also facilitates a better understanding of each other by the members. The conduct of 
business between parties from different countries has some of the greatest relation-
ship multipliers — it has a people-to-people component, an economic dimension, 
and it strengthens the overall bilateral relationship as it reinforces political exchange. 
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— What are the priorities of  the country in the APEC?

— For this hosting, the Philippines has come up with the following priorities 
which we have, in a sense, already touched upon in the previous questions. They re-
fl ect the Philippine economic experience and project these to the regional situation.

Investing in Human Capital involves developing a skilled and adaptable APEC 
community by developing skills needed by businesses in the 21st century, promoting 
science and technology education, and promoting knowledge-based economies.

Fostering MSMEs Participation in Regional and Global Markets entails advo-
cating modernization and standards conformance among MSMEs, promoting in-
clusive growth through sustainable and resilient MSMEs, and removing barriers to 
MSMEs including market-entry.

Building Sustainable and Resilient Communities means that emphasis will be 
given to energy and food security in the face of  the changing global environment.

Enhancing the Regional Economic Integration Agenda refers to advan cing the 
Bogor Goals, promoting connectivity through trade in services, and creating stronger 
fi nancial markets.

We are confi dent in taking a leadership position in these issues within the region 
because these refl ect our own experiences and aspirations.

— What are the APEC Leaders’ expectations of  the ABAC and the broad-
er APEC business community?

— The APEC Business Advisory Council plays an important role by ensuring 
the private sector’s participation in APEC. It is a major source of  experiential infor-
mation and it allows the public sector of  the various member economies to under-
stand the needs of  businesses and better cater to them. 

This is one of  the reasons why APEC is unique as an economic integration 
project — it has a very strong private sector component in ABAC that makes the 
discussions better-informed. It also accelerates the integration process by establi-
shing lasting linkages between the business sectors of  the member economies. All 
this translates to actual exchanges and makes APEC a true economic community. 

 
I’m sure that the member economies look forward to ABAC’s continued acti-

vity within APEC. ABAC has been and will continue to be an integral part of  APEC.
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DOING BUSINESS IN THE 
REPUBLIC OF THE PHILIPPINES
The Philippines has the 12th largest population in the world and is one of the most westernized 
nations in Southeast Asia. The country is composed of 7,107 islands that are the highest portions of 
a partly submerged mountain chain.

The economy has weathered global economic and financial downturns bett er than its regional 
peers, due to: minimal exposure to troubled international securities, lower dependence on exports, 
relatively resilient domestic consumption, large remitt ances from nearly five million overseas 
Filipino workers and a rapidly expanding business process outsourcing industry.

The Philippines economic growth is expected to average 5.5 percent a year between 
2015-2030.

GEOGRAPHY
• Location: Southeastern Asia; an archipelago between the Philippine Sea and the South 
China Sea, east of Vietnam; categorized under three main divisions: Luzon, Visayas, and 
Mindanao
• Major cities: Quezon City (2.8 million); Manila (1.6 million); Caloocan (1.5 million); Davao 
City (1.4 million); Cebu City (0.86 million); Zamboanga (0.81 million)

POLITICAL SYSTEM
• Type of government: republic with a presidential system of government
• Head of government: President Benigno S.Aquino III (since 30 June 2010)
• Capital: Manila
• Legal system: mixed of civil, common, Islamic, and customary law
• Independence day: 12 June

DEMOGRAPHICS
• Population: 102 million (September 2015)
• Urban population: approx. 44% (2015)
• Age groups: 0-14 years: 34%, 15—64 years: 61.7%, 65 years and o ver: 4.3%
• Average age: 23.5 years
• Labor force: approx. 40 million
• Unemployment rate: 6.8%
• Median annual household income: USD7,173
• Off icial languages: Filipino and English, #3 English speaking nation in the world; 8 major 
languages, more than 120 in total.
• Prominent religions: Catholic (~80%), Muslim (~5%), Evangelical (2.8%), Iglesia ni Cristo 
Christian (2.3%)
• Literacy rate: 96% (age 15, can read and write)

CURRENCY AND CENTRAL BANKING
• Local currency: Philippine Peso (PHP)
• Stock exchanges: PSE
• Exchange rate: 1 PHP = USD0.02 (September 2015)
• Foreign exchange reserves: USD80 billion (September 2015)
• Total debt: external: USD77.67 billion; internal public debt: 45.4% of GDP (2014 estimate)

Country overview
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Manila

LUZON

VISAYAS

Camiguin

MINDANAO

The Philippines are named after 16th century Spanish King Philip II

First country in Southeast Asia to gain independence after World War II, in 1946

Area: 0.3 million sq. km

Regions: 80 provinces, 39 chartered cities

Population: #12 in the world, #7 in Asia

47% of top-management are women

Drives on the right

3 of the top 10 largest shopping malls in the 
world are in the Philippines

World’s biggest exporter of coconuts and 
tropical fruits

800   — 1000 types of orchids
488 types of corals out of 500 known 

Camiguin:  island and province with the
largest number of volcanoes per area unit

Earthquake of >7.75 magnitude on the 
Richter scale every 10 years, five earthquakes 
of moderate magnitudes every year

World’s 2nd  biggest geothermal 
producer after the US

Sources: EIU.com; CIA.gov; PSE.com.ph; IMF.org; Worldnank.org; KPMG analysis.T
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• GDP PPP in 2014 was USD692 billion 
(#28 in the world). Real GDP is expected to grow 
by 6.3% in 2015. However, the related economic 
expansion will then slow to an average of 6.1% in 
2016-2019. GDP PPP 2015 is forecast USD750 billion
• Foreign direct investment (FDI) (billions):
inbound: USD1.4 (2008); USD3.7 (2013); USD6.2 
(2014); USD5.4 (2019 forecast) 
• Exports (FOB) (billions): USD44.5 (2013); 
USD47.8 (2014); USD66.7 (2019 forecast) 
Major exports: electronics, machinery and 
transport equipment, agricultural  products, 
mineral products.
• Imports FOB (billions): USD62.2 (2013); USD63.6 
(2014); USD87.5 (2019 forecast)
Major imports: raw materials and intermediate 
goods, capital goods, mineral fuels, lubricants, 
consumer goods.
• Trade balance (billions): deficit of USD17.7 
(2013); USD15.9 (2014); USD20.8 (2019 forecast)

• FDI policy: FDI levels in the Philippines are 
amongst the lowest in Southeast Asia. One 
of the main reasons for this failure is the 
Foreign Investment Act of 1991, which limits 
foreign equity in companies in certain sectors. 
Nevertheless, FDI has increased consistently in 
recent years, thanks to a reformist government 
that is intent on eradicating large-scale 
corruption and maintaining fiscal discipline. 
Such advances are making the Philippines a 
more att ractive place in which to do business.

• Foreign trade and exchange controls: With 
a highly literate labor force and favorable 
strategic location, the Philippines off er a 
sound, medium-cost manufacturing base for 
exporting companies. Special economic zones 
use various tax and non-tax incentives to att ract 
export enterprises. Certain items cannot be 
imported or exported without clearance from 
government agencies. The Central Bank (Bangko 
Sentral ng Pilipinas) has steadily liberalized 
further foreign exchange regulations, following 
the easing of restrictions. The liberal exchange 
rate regime is due to be maintained in 2015, but 
domestic political pressures are likely to limit 
tariff  reduction to existing commitments under 
the Association of South East Asian Nations 
(ASEAN) Free Trade Area. In 2016 – 2018, the 
tariff -cutt ing program should continue, but 
political pressures mean that some areas may 
liberalize faster than others.

• Financing policy: Improved capital adequacy 
ratios and deposits during 2014 – 2015 should 
support the stability of the banking sector. 
Between 2016 – 2018, the trend of bank 
consolidation and mergers is likely to continue.

• Taxes: Att ractive tax incentives are available 
for qualified foreign investors, especially for 
international companies that establish regional 
headquarters in the Philippines. Domestic 
companies are subject to a 30 percent tax rate 
on income derived from all sources inside and 
outside the Philippines. The same rate applies 
to resident foreign corporations, including 

Economic Environment Doing Business in the Philippines

Services: trade, repair of motor vehicles and 
household goods; real estate, renting and 
business activities; transport, storage and 
communication; financial services.

Industrial: electronics assembly, garments, 
footwear, pharmaceuticals, chemicals, wood 
products, food processing, petroleum refining, 
fishing.

Agriculture: sugar cane, coconuts, rice, corn, 
bananas, cassava, pineapples, mangoes; pork, 
eggs, beef; fish.
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• Tips for Doing Business in the Philippines:
— The greater Manila area accounts for about 70 
percent of the Philippines’ main consumer market. 
Manila is the principal commercial, industrial and 
financial center. Apart from Manila, the other main 
inter-regional centers are Cebu, Davao, Zamboanga 
and Iloilo.

— Large trading companies in the Philippines handle a 
high percentage of import orders. However, as each
trading house may represent several hundred 
overseas companies, they are not able to carry 
extensive stocks and also act as indentors and agents.

— In business negotiations, all the essential details 
should be discussed and documented to avoid 
any future misunderstandings. Try to include an 
arbitration clause or other method for settling 
disputes.

— The best months to travel to the Philippines are 
from October to November and January to March. 
Try to avoid traveling two weeks before and after 
Christmas and the week before and after Easter.

— Business hours are generally from 8:00 a.m. to 5:00
p.m., Monday to Friday, for both government and 
private off ices, with many companies adding a ½ 
working day on Saturdays.

branches. The tax rate for nonresident foreign 
companies is 30 percent of gross income received 
during each taxable year from all sources within 
the Philippines. Net capital gains from the sale 
of shares of domestic corporations not traded 
on the stock exchange are subject to a 5 percent 
or 10 percent tax rate. Interest earnings in the 
Philippines are classified as passive income 
and are subject to a uniform final withholding 
tax of 20 percent. A 20 percent withholding tax 
applies to royalties and fees paid to resident 
foreign corporations. Excise duties on alcohol 
and tobacco were inflation-indexed in January 
2013, adding to upward price pressures. The 
government hopes to avoid raising other tax rates, 
but is expected to clamp down on tax evasion. 
2016—2018 should witness renewed eff orts to 
increase tax revenue, given the declining stock of 
government assets available for sale.

• Special Economic Zones: The Philippine 
government has vested specific areas with 
special status to att ract investors. These areas, 
referred to as special economic zones or 
ecozones, were created for industrial expansion, 
employment generation, promotion of export 
products, foreign exchange generation and 
transfer of technology. Ecozone developers, 
operators, facilities, utilities, tourism and 
domestic market enterprises are given a number 
of incentives:

— Exemption from national and local taxes except 
real estate taxes on land owned by developers, 
in lieu thereof, special tax of 5 percent based on 
gross income; 

— Additional deduction for training expense 
(labor and management);

— Permanent resident status for foreign investor 
and family;

— Other incentives available under the 
Investments Code as may be determined by the 
Philippine Economic Zone Authority Board.

The following types of SEZ have been organized:

Free Trade Zones (“FTZ”). FTZs are designated areas
adjacent to a port of entry. Goods may be unloaded 

for immediate transshipment or stored, repackaged, 
sorted, or otherwise processed without being 
subject to import duties. However, goods become 
taxable at the moment they are transferred from the 
FTZ to a non-free trade area.
Export Processing Zones (“EPZ”). EPZs are specialized
industrial estates located physically and 
administratively outside customs territories. Activities 
in these estates are largely export-oriented industries. 
Enterprises located in EPZs are allowed to import 
capital equipment and raw materials free from duties, 
taxes, and other import restrictions.
Industrial Estates. Industrial estates are designated 
areas that are subdivided and developed according to a 
comprehensive plan under single management. These 
estates also have provisions for basic infrastructure 
and utilities, with available factory buildings and 
facilities. 
Tourist/Recreational Centers.These are areas within 
an ecozone where tourist facilities such as hotels, 
apartelles, tourist inns, resorts, sports and/or 
recreational facilities are provided for both local and 
foreign tourists, travelers, and investors.
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APEC’S AGENDA PRIORITIES 
UNDER PHILIPPINE 
CHAIRMANSHIP 
Tatiana FLEGONTOVA, Head of  Regional Integration Department, Russian APEC Study Center under RANEPA
Anna KUZNETSOVA, Researcher, Russian APEC Study Center under RANEPA

This year marks the second time the Philippines serves as the Chair of APEC. 
The Philippines’ fi rst hosting of APEC dates back to 1996. Almost 20 years have passed 
since then. The world weathered the Asian fi nancial crisis and  is struggling with the 
consequences of the global fi nancial crisis. The priorities of the Philippine chairman-
ship in APEC, approved at the informal Senior Offi cials’ Meeting in December 2014, 
aim to create conditions for inclusive and sustainable growth in the region by: 

— Enhancing the Regional Economic Integration Agenda;
— Fostering Small and Medium Enterprises’ (SME’s) Participation in Regional 

and Global Markets;
— Investing in Human Capital Development;
— Building Sustainable and Resilient Communities.

Enhancing the Regional Economic Integration Agenda
Cooperation in regional economic integration has always been a key element of 

APEC’s agenda. The APEC economies efforts aimed at establishing the Free-Trade 
Area of the Asia-Pacifi c (FTAAP) are especially noteworthy. 

The idea to create such an area was fi rst articulated by the representatives of 
APEC business community back in 2006. Last year, China’s initiatives gave a new 
strong impetus to the discussion. China’s proposals for the FTAAP rest on four pil-
lars: 1) exchange of  information on  Free Trade Agreements (FTA) and Regional 
Trade Agreements (RTA); 2) building capacity of regional economies; 3) developing 
a roadmap for FTAAP eventual realization 4) launching a collective strategic study 
on issues related to the realization of the FTAAP.

In order to provide operational support for APEC’s current initiatives and proj-
ects concerning the FTAAP China initiated the establishment of the Committee on 
Trade and Investment (CTI) Friends of the Chair Group. However, China’s leader-
ship in this discussion has been actively contested by the US. 

In 2015, APEC economies developed a consolidated Work Plan for a collective 
strategic study on the realization of the FTAAP. It was suggested that a task force 
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should be formed to conduct the study. It is important to note that Russia has been 
an active participant of the task force. The study is planned to be completed by the 
end of 2016. Its results will be presented to the leaders of APEC economies. 

A clear understanding of the present regional integration architecture and the 
so-called “pathways” to the FTAAP should be kept in mind in conducting this 
study and bringing the FTAAP into reality. At the moment, the APEC’s key docu-
ments  prioritize two pathways: the Trans-Pacifi c Partnership (TPP) and Regional 
Comprehensive Economic Partnership (RCEP). However, if we consider the inter-
ests of all APEC economies, the role played by such regional economic integration 
organizations as ASEAN, the Pacifi c Alliance (PA) and Eurasian Economic Union 
(EEU), is equally vital. 

Given all things mentioned above, it is quite clear that APEC economies should 
follow the transparency principle. To abide by the principle in 2014 APEC econo-
mies created a mechanism aimed at facilitating information exchange between RTA 
and FTA in the region. On September 2, 2015, APEC economies had another dia-
logue on this topic. During this dialogue APEC economies presented their views on 
the development of regional integration in Asia-Pacifi c. In addition, they discussed 
key aspects of current integration agreements and the prospects of realization of 
regional mega-blocs and their prospective infl uence on the regional integration ar-
chitecture. Finally, it was for the fi rst time that a report on the EEU and its potential 
role in regional integration architecture was presented in APEC.

Equally important are current APEC activities aimed to increase the effi ciency of 
regional value chains. This topic is particularly relevant to the integration agenda due 
to changes in international division of labor and the formation of global value chains, 
where an economy creates not the full value of a good, but rather an added value at one 
of the stages of a product’s development, production and retail. These changes in the 
production process require reconsideration of certain areas of trade policy.

For this reason, in 2014 APEC economies developed the APEC Strategic 
Blueprint for Promoting Global Value Chains Development and Cooperation. Today, 
main efforts of APEC economies are focused on formulating and realizing initia-
tives in the following areas provided for by the Blueprint:

• addressing trade and investment issues that impact GVCs (coordinated by the US);
• statistics related to GVCs (coordinated by the US and China);
• the role of trade in service within GVCs (coordinated by Australia);
• enabling developing economies to better participate in GVCs (coordinated by 

China and Indonesia);
• assisting SMEs to benefi t from GVCs (coordinated by the Republic of Korea and 

Indonesia);
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•  improving the investment climate for GVCs development (coordinated by Japan);
•  adopting  effective trade facilitation measures (coordinated by the US and Singapore);
•  enhancing the resiliency of GVCs (coordinated by Japan);
•  encouraging public-private partnerships for GVCs (coordinated by China and the US).

APEC economies’ cooperation in services is extremely relevant due to the grow-
ing share of service sector in world economy and trade (according to OECD, the 
share of services sectors in terms of value added equals to 45% of world trade). This 
year’s APEC service agenda is special, because the Philippines proposed to discuss 
service sector not only from the point of view of liberalization, but from the pros-
pects of its development per se. The Philippine initiative pushes the standard servic-
es agenda promoted by advanced countries towards a completely new direction, i.e. 
the one which primarily takes into account structural differences and circumstances 
of developing countries. Nevertheless, trade liberalization and facilitation remain 
the key issues on the APEC’s agenda. This will be refl ected in the APEC Services 
Cooperation Framework, which the Philippines Presidency is planning to attach as 
a separate annex to the APEC Leaders’ declaration in 2015. 

In addition, it should be noted that in 2015 APEC economies plan to report 
on their progress in reducing environmental goods tariffs to 5 per cent or less. The 
APEC List of Environmental Goods (the list of codes) was negotiated in 2012 and 
approved as an Annex to Vladivostok Leaders’ declaration. The fi nalized list con-
tains 54 goods, each having a 6-digit code of the harmonized system (HS). As of July 
2015, a number of economies have not reduced tariffs on several subheadings within 
certain HS Codes (Korea, China, the US, Thailand, Indonesia, Russia among others). 
There are two main reasons why it is important for Russia that APEC economies’ 
fulfi ll their commitments. First, as of the end of 2014, Russian exports of goods 
from the list to APEC economies amounted to 183.1 million dollars (these are such 
goods as generators, gas turbines, optical instruments and appliances). The main 
markets for these goods are China, Korea, the US and Vietnam. Second, negotiating 
the list of environmental goods was one of the key deliverables of the Russian chair-
manship in APEC in 2012. Thus, there is a reputational dimension related to APEC 
members’ delivery on this commitment.

Fostering Small and Medium Enterprises’ (SME’s) 
Participation in Regional and Global Markets

SME’s participation in regional and global markets is a key concern for developing 
economies (in 2013, they provided about 89% of employment in Indonesia, while their 
share in GDP amounted to 41%). Today, world trade shares are distributed unequally 
among companies. According to UNCTAD, more than half of the world trade is 
controlled by transnational corporations, while SME’s potential though considerable 
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and still relatively untapped. For this reason, it is clear why APEC economies strive 
to simplify procedures for SME to enter global markets and improve businesses’ un-
derstanding of the benefi ts of liberalization and international cooperation.

In 2015, the Philippines proposed a cross-sector initiative to develop an action 
plan to support SME’s participation in regional and global trade. This cross-sectoral 
initiative provides for actions to encourage SME’s development by a wide range of 
APEC bodies. It was endorsed during the APEC ministerial meeting which took 
place in Boracay, in May 2015. The ministers identifi ed a number of steps to promote 
SME’s internationalization, including the following:

• simplifying and streamlining rules of origin (ROO) procedural and documentary 
requirements and harnessing IT to ease documentation and procedures;

• streamlining customs-related rules and regulations and assisting in the compli-
ance of MSMEs;

• providing timely and accurate information on export and import procedures and 
requirements;

• widening  the range of Authorized Economic Operators (AEO) and trusted 
trader programs (TTP) to include SMEs;

• supporting measures to widen options on fi nancing for MSMEs and further de-
velop the infrastructure to facilitate lending to them;

• expanding internationalization opportunities for micro and small enterprises 
providing goods and services through ICT and e-commerce; 

• strengthening institutional support for MSMEs;
• strengthening the focus on MSMEs led by women.

The action plan for the APEC’s plan to support SMEs participation in regional 
and global trade is planned to be developed by the end of this year.

 
Investing in Human Capital Development 

APEC economies are home to around 2.8 billion people, with two thirds of 
the working age. For this reason, human capital development is critical to sustain-
able economic growth in the region. In 2015, APEC activities in this area are built 
around four priorities agreed upon a year earlier during the ministerial meeting on 
human capital development. 

The fi rst priority is support of inclusive and sustainable growth to address the 
social dimensions of globalization. At fi rst glance, such phrasing may appear a little 
bit vague. However, it implies quite practical and realistic goals of reducing inequal-
ity, improving access to education and jobs for the most vulnerable members of 
society (the youth, women, migrants, people with disabilities among others), and 
creating better social protection measures. 
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The second APEC priority in human capital development is enhancing human 

resource quality to meet supply chain demands. In other words, APEC economies 
seek to reduce skills mismatch between the labour force qualifi cation and demands 
of modern enterprise, develop fl exible training and retraining systems. Recently 
APEC economies pay more attention to cooperation in the fi eld of STEM-education 
(STEM stands for Science, Technology, Mathematics and Engineering). For instance, 
the 1st APEC High-Level Policy Dialogue on Science and Technology in Higher 
Education took place in August this year. The Joint Statement adopted there calls 
on APEC economies to a) facilitate mobility of science, technology and innovation 
experts; b) advance cross-border education and inter-university collaboration  in the 
fi eld of science and technology. 

The third APEC priority is facilitating mobility of labor and skills develop-
ment. It is implemented through a whole range of APEC projects aimed to identify 
demand and supply of different skills among APEC economies (the so-called “skills-
mapping” projects), reducing barriers to mutual recognition of qualifi cations etc. 
Academic mobility is one of the most developed fi elds of cooperation within this pri-
ority. It plays an extremely important role in providing developing APEC economies 
with high-quality human resources. In addition, Asia-Pacifi c is home to both the 
biggest consumers and the biggest providers of educational services which defi nes 
an extremely high economic and integration potential of educational cooperation. It 
facilitates human-to-human connectivity between APEC economies. Russia is very 
active in this fi eld. For instance, in 2012 Russia proposed the Cross-border educa-
tion initiative which gave a new powerful impetus to APEC economies’ cooperation 
in education. In 2014, Russia presented a project aimed at creating the Education 
Mobility Card. Since 2012 Vladivostok’s Far Eastern Federal University has been 
regularly hosting the APEC Conference on Cooperation in Higher Education. 

Finally, the fourth APEC priority in human capital development is enhancing 
the participation of women in the economy. Women advancement and higher par-
ticipation levels are believed to have a potential to become one of the key drivers of 
economic growth in a large number APEC economies. Activities in this area address 
such issues as workplace gender discrimination, unequal pay, and gender gaps in em-
ployment practices and limited access to training among others. 

To conclude, APEC activities in human capital development cover a very broad scope 
of issues and aim to facilitate APEC economies’ development and mutual integration. 

Building Sustainable and Resilient Communities
This priority of the Philippine Chairmanship in APEC emphasizes the impor-

tance of APEC activities aimed at strengthening APEC economies’ resilience to 
both natural and man-made disasters.
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Cooperation in this fi eld encompasses a range of areas, including disaster pre-

vention, better food security, improvement of healthcare systems, wider use of re-
newable energy, water ecosystems protection, fi ght against terrorism etc. It is hardly 
surprising that APEC economies strive to cooperate in so many areas, since given 
extremely high levels of economic interdependence among them, it takes very little 
for any local natural or man-made disaster to reach a regional scale, affecting all 
APEC economies through global value-added chains. The social dimension of the 
issue is hugely important, as usually the most vulnerable members of society and 
SMEs fall the main victims to such disasters. 

APEC economies have been particularly active in developing cooperation on 
natural disaster management and prevention. Asia-Pacifi c is extremely vulnerable in 
this respect. Statistics show that it suffers 70% of world natural disasters, and APEC 
economies have to spend more than 100 billion dollars each year to mitigate their 
consequences. Increase in the number and destructive power of natural disasters is 
considered by APEC economies as the so-called “New Normal”, which encourages 
them to seek cooperation with each other. Apart from implementing a number of 
projects, APEC hosts a range of research centers studying different types of natu-
ral disasters (for instance, the APEC Climate Center, The APEC Research Center 
for Typhoon and Society etc.). September 2015 marks the adoption of the APEC 
Framework for Disaster Risk Reduction which became the fi rst comprehensive doc-
ument on this topic in the history of the Forum. The Framework sets forth the main 
areas and priorities of APEC economies on disaster risk reduction. It takes into con-
sideration the interest of the most vulnerable members of society and emphasizes 
the key role of science in disaster prevention and management. Even though the 
Action plan for the Framework is only to be developed (expected by APEC Leaders’ 
Meeting in November), the very fact of its adoption brings APEC cooperation in 
this fi eld to a completely new level.  

 
In conclusion, we should note that the Philippine Chairmanship priorities in 

2015 built on the previous work of APEC. It is important to point out that APEC 
plays the role of an incubator for regional initiatives and serves as a unique forum 
which facilitates dialogue between developing and advanced countries. At the same 
time, the priorities we discussed above explicitly show that APEC goes well beyond 
the scope of its traditional agenda (trade and investment liberalization), aiming to 
remove fundamental barriers to further economic integration. The 2015 priorities 
fully refl ect the needs of developing APEC economies, which are interested more 
than ever in human capital development, stronger SME and sustainable economic 
growth.  Given that developing economies will serve as Chairs of APEC in several 
forthcoming several years, the Philippine Chairmanship priories will no doubt will 
be  taken up further. 
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RUSSIA’S PRIORITIES IN APEC
INTERVIEW BY VALERY SOROKIN, 
AMBASSADOR-AT-LARGE, SPECIAL 
ENVOY OF THE MINISTER OF FOREIGN 
AFFAIRS OF THE RUSSIAN FEDERATION 
FOR RUSSIA’S PARTICIPATION IN APEC, 
SENIOR OFFICIAL OF RUSSIA IN APEC

— The Asia-Pacifi c Economic Cooperation (APEC) member economies’ 
leaders will meet in Manila, Philippines on November 18 – 19, 2015. What is 
your estimate of APEC’s value for regional and global development and, in par-
ticular, for Russia? It seems that after the APEC summit in Vladivostok in 2012 
participation in this forum went on the back burner for Russia. Is it true?

— No, it is not. Russia continues to vigorously and constructively work in 
APEC. All interested federal authorities are engaged in inter-APEC cooperation 
in a consistent way. The Ministry of Foreign Affairs of Russia keeps on provi ding 
general inter-agency coordination. The Government’s Commission on Economic 
Development and Integration continues to steer this process strategically.

So everything runs its course. It is clear that in 2012, when the Russian 
Federation chaired the Forum, the theme of APEC was particularly high-profi le 
and topical in our country. Now, quite naturally, our activities in G20, the Shanghai 
Cooperation Organization, BRICS, the East Asia Summits, Russia — Association 
of Southeast Asian Nations (ASEAN) Dialogue Partnership and other multilateral 
platforms provide food for no less important newsbreaks.

Russia cherishes its membership in APEC. We are determined to preserve and 
further enlarge our contribution to the work of this prestigious mechanism of re-
gional integration to the collective search for resolution of the most pressing issues 
of economic and social development in the Asia-Pacifi c region.

Cooperation within APEC is an important integral part of Russia’s eastward 
foreign policy aimed inter alia at expanding equal mutually benefi cial cooperation 
in the Asia-Pacifi c. Being an indispensable part of the Asia-Pacifi c the Russian 
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Federation is very much interested 
in enhancing security and stability, 
ensuring sustainable growth in this 
region of the world which now and 
in foreseeable future will continue 
to be one of the key players in estab-
lishing a new international relations 
architecture and defi ning global 
economic development.

It should be emphasized that 
the building up its positions in the 
Asia-Pacifi c has been one of the main 
vectors of Russia’s foreign po licy for a 
number of years. Therefore, it is mis-
leading to talk about “a pivot towards 
Asia” which our country is allegedly 
forced to intensify due to the current 
state in relations with the West.

Clearly, Russia is concerned by 
the current complex and, in essence, 
unhealthy and unnatural situation, resulting from the economic sanctions imposed 
by the Western partners. Both our country and the West are affl icted. The world 
economy on a whole is affl icted as well. Politically charged sanctions can be re-
garded as a kind of unfair competition and thus do not comply with international 
legal framework of the multilateral trading system and undermine trust in the World 
Trade Organization norms and principles.

We count on keeping on the constructive, interested and unprejudiced dialogue 
in APEC on strengthening WTO. First of all, we procceed from the fact that this task 
is one of the priorities in the forum’s agenda and, secondly, from the tacit agreement 
among all members that APEC inherenly stands out of, if not above, politics, and is 
free from political bias. This time-tested mode of cooperation, which is based on 
the principles of consensus and voluntariness, which allows addressing challenges 
other international institutions have diffi culties to effectively  shoulder. Inter-APEC 
cooperation holds promise, and I strongly believe that it will continue to progress, 
shunning attempts to put it on unsteady ground of time-serving, political bias or 
unilateral domination.

It is natural that Russia’s economic diplomacy in the Asia-Pacifi c is ultimately 
aimed to harness new resources for accelerated and advanced development of the 

Valery Sorokin                      Image by Ignat Solovey/RSPP Press Off ice
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Far East, Siberia and Transbaikal — the parts of our country that immediately  be-
long to this region of the world. Let us just recall that it was the preparation to the 
APEC summit in 2012 in Vladivostok, that gave a strong momentum to implementa-
tion of the federal targeted programs and other projects aimed at economic upswing 
of the Russian Far East. We want these rich and promising territories to have decent 
industrial and scientifi c infrastructure, state-of-the-art port complexes, high-quali-
ty transport and logistical networks properly fi tting in integrated supply networks 
evolving in the Asia-Pacifi c as well as the global value chains.

A comprehensive and substantive discussion on this theme with participation 
of the President of the Russian Federation was held at the 1st Eastern Economic 
Forum in Vladivostok in September this year. We hope Russian and foreign 
partici pants of the event, particularly business people from the APEC economies, 
received strong impulse for stepping up partnership relations.

Russia is not only the largest state in the world and the country located both in 
Europe and Asia. Russia is a natural link between the East and the West. Few people 
would question economic benefi ts from using the transport corridors on the Russian 
territory, including the Northern Sea Route, for connecting Europe with Asia, as 
well as with the Americas Pacifi c coast . It is obvious that creating a united effectively 
inter-connected Eurasian-Pacifi c infrastructure system is far more economically fea-
sible than carving transcontinental commodity fl ows bypassing Russia.

The above fact predetermines the major content of  the contribution Russia can 
make to strengthening the Asia-Pacifi c economic integration. Gearing toward consoli-
dation, rather than fragmentation, of  the regional economic space, the APEC member 
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economies this year started the collective strategic study on the issues of  realization 
of  the Free Trade Area of  the Asia-Pacifi c (FTAAP). The same approach underpins 
the need for aligning neighboring integration mechanisms, for creating an APEC — 
Eurasian Economic Union — EU chain of  cooperation, which could be complemented 
by other sub-regional, in particular Latin American, free trade blocks. By the way, it is 
this principle — the principle of  consolidation – that forms the basis of  Russia — China 
agreement on aligning the development of  the EAEU and the Silk Road Economic Belt. 

Active engagement in the multilateral economic diplomacy in the Asia-Pacifi c, 
particularly within the APEC, is indeed an essential leverage in the work to ex-
pand bilateral ties between Russia and our partners in the region in trade, invest-
ment, technological and other spheres. It is encouraging to see these ties on the 
rise. The share of the APEC economies in Russià s  total trade volume swells every 
year, steadily approaching to ⅓. The number of projects on the Russian territory in-
volving investments from China, the Republic of Korea and other countries of the 
region is increasing. It is important to actively use all available resources to deepen 
economic cooperation with the states of the Southeast Asia, particularly in the light 
of the forthcoming Russia — ASEAN anniversary summit in 2016. 

— What are Russia’s current priorities and main achievements in APEC?

— Russia clearly formulated its priorities during its presidency in the forum 
in 2012. We emphasized the importance of cooperation in such spheres as pro-
moting trade and economic liberalization and economic integration, advancing 
transport and logistical networks, and encouraging innovation-based development 
in the Asia-Pacifi c. These priorities, as our partners point out, were quite concrete 
and pragmatic, have “hit the mark” and outlined the APEC’s primary objectives 
for a long-term prospect. This fact alone can be considered Russià s most impor-
tant achievement in APEC. 
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In further developing those priorities, the Indonesian presidency, in 2013, 

put emphasis on strengthening regional connectivity, including its physical com-
ponent, that is mainly transport and logistics improvement. Our Chinese partners, 
during their chairmanship in APEC last year, succeeded, among other things, in 
launching practical discussion on the FTAAP realization as well as implementa-
tion of the action plan to promote regional infrastructure development. At the 
same time, the task of effective use of innovations runs as a redline throughout 
the APEC’s agenda. 

The Philippines, hosting APEC in 2015, focused on various aspects of inclusive 
development, including promotion of globalization of micro-, small and medium 
enterprises, enhancement of competitiveness in services, and fostering the role of 
women in the economy. Russia is committed to actively cooperate on these and other 
important issues, including on strengthening fi nancial stability and food and energy 
security in the APEC region. We continue to collaborate closely with all the partners 
on the complex of cross-cutting issues of building up human capital, in particular 
relating to education and healthcare.

Russia initiated, in 2010, the inclusion of ensuring secure growth as a pillar 
of the APEC Leaders’ Growth Strategy and, therefore, stands strongly in favor of 
boosting practical cooperation towards disasters risk reduction. We will continue to 
share with the partners our international cooperation experience in this sphere of vi-
tal signifi cance for the Asia-Pacifi c. We will keep on the lead in the APEC collective 
efforts in countering terrorism, elaborating agreed approaches to curb corruption 
and other types of organized crime.

We consider it extremely important to continue to give ultimate priority in 
inter-APEC cooperation to intensifi cation of project activity. Russia will do its 
utmost to help to further increase effi ciency of APEC’s work along this line as the 
main instrument of capacity building, fi rst of all with respect to APEC’s develo-
ping member economies.

— What is your estimate of the Russian business contribution to Russia’s 
work in APEC?

— Speaking broadly, I think the success of efforts towards comprehensive de-
velopment of economic relations between Russia and the Asia-Pacifi c countries is 
contingent on a tangible and effi cient participation of our national business com-
munity. It requires an effective implementation of the public-private partnership 
principles. This means not only fi nancing. We also need to build up intellectual part-
nership, generation of new, result-oriented, long term ideas and initiatives. 
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These considerations defi ne the base-line of teamwork and coordination within 

the Business Council and the Council of the Heads of the Subjects of the Russian 
Federation operating under the Russian Ministry of Foreign Affairs, as well as the 
inter-agency structure established under the Ministry of Economic Development 
of Russia. Undoubtedly we rely on the most active engagement in this work of the 
National Coordination Center for Developing Economic Cooperation with the 
Countries of Asia-Pacifi c Region (NCC APR).

Russian representatives (Russian Direct Investment Fund, VTB Bank and Basic 
Element) participate in the APEC Business Advisory Council (ABAC). I deem it 
important that the NCC APR could be a major platform for elaborating consoli-
dated positions of  the Russian business on the APEC agenda to be promoted by the 
Russian members in the ABAC. We expect more substantial contribution from the 
interested businesses to working out and implementing project proposals in APEC, 
more active collaboration with the relevant ministries and agencies in formulating 
fresh proposals on cooperation within the forum. 

All in all, in my assessment, the results of  Russia`s engagement in APEC in 
2015 can be commended. They have laid a good substantive base for our President’s 
traditionally active and constructive participation in the forthcoming APEC summit 
in Manila. The summit`s outcomes will put new objectives which we will implement 
in a no less energetic manner building on the experience of  cooperation involving 
offi cials, experts and business people. 
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APEC BUSINESS ADVISORY 
COUNCIL PRIORITIES 
FOR THE PHILIPPINES 
APEC PRESIDENCY

APEC Business Advisory Council (ABAC) created in 1995 and supported by  
the ABAC International Secretariat based in Manila, the Philippines, is steered by a 
“troika” formed by the current Chair from the host economy and the immediate past 
ABAC Chair and the immediate future ABAC Chair. In 2015 Philippines host the 
APEC, and the ABAC Chair is Ms. Doris Ho. The Co-Chairs are respectively Mr. 
Ning Gaoning from China and Mr. Juan Francisco Raffo from Peru.

After a row of meetings the ABAC members fi nalize their messages to APEC 
Economies’ Leaders in a fi nal report. The messages are sharply focused on the topics 
of continued interest for the ABAC members, refl ect priorities of the business in the 
region and are in line with APEC 2015 overarching theme of inclusive growth.

The ABAC recommendations spelt out in the letter to the host economy lea-
der of 2015 President Benigno S. Aquino III respond to the APEC 2015 priorities, 
proposing to:

— Advance the regional economic integration and service agenda;
— Strengthen and facilitating small and medium enterprises entry into global 

market;
— Maximize innovation and human capital potential;
— Promote liveable, sustainable cities and resilient communities.

Enabling a Free Trade Area of the Asia-Pacifi c. ABAC strongly supports 
the process underway following the Leaders’ 2014 Declaration in Beijing, direct-
ing offi cials to make substantive contributions to shaping the Free Trade Area of 
the Asia-Pacifi c (FTAAP) throughout the 2015 and 2016 work program. ABAC’s 
focus will be on identifying business needs and gaps in the existing Free Trade 
Agreements (FTAs), causes of the existing FTAs underperformance. ABAC is en-
couraged by the progress being made in implementing the Pacifi c Alliance and 
the Trans Pacifi c Partnership (TPP), as well as the negotiations on the Regional 
Comprehensive Economic Partnership (RCEP). These processes should be 

Ekaterina SMIRNOVA, Manager, Special Projects Department, RUSAL Global Management, B.V.
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mutually supportive and inclusive and should aim for agreements that are high 
quality, ambitious, comprehensive and complementary. 

Building and strengthening global value chains. ABAC pays attention to 
strengthening of global value chains (GVCs), and the integral role that services play 
in advancing economic integration and connectivity in the region. ABAC notes that 
the conclusion of comprehensive agreements such as the TPP, RCEP, the Pacifi c 
Alliance and a future FTAAP will be instrumental in facilitating GVCs in the region. 

Accelerating investment liberalization and facilitation. ABAC aims to 
contribute to further development of the APEC Investment Facilitation Action Plan 
and enhancing long-term investment within the region. ABAC also highlights the 
importance of capacity building initiatives in the introduction of policy measures 
designed to attract long-term investment.

Accelerating green growth. ABAC takes part in the many initiatives endorsed 
by the APEC economies to reduce the region’s environmental footprint. Many of 
them will continue to generate power using fossil fuels and it is imperative that their 
environmental impact is reduced. ABAC members welcome the development of re-
newable energy and low-carbon technologies such as renewable energy, clean coal 
technology and carbon capture.

Increasing energy security. Energy security is vital to economic growth and 
continues to be a regional challenge. For business to thrive in rapidly changing times, 
it is imperative to establish rules and regulations that are predictable. ABAC votes for 
removing barriers and promoting energy trade and investment. Key elements to pro-
mote energy trade and investment include, among others: policy certainty ensuring 
the sanctity of contracts; open and fair competition on a level playing fi eld devoid of 
local content rules, quotas, tariffs, restrictions on foreign ownership and investment; 
market based pricing undistorted by subsidies; relaxed liquid natural gas (LNG) des-
tination clauses; and diversifi ed and fl exible LNG trading mechanisms.

Fostering sustainable and livable cities. APEC cities continue on the path 
of rapid development, and as cities grow, both the public and private stakeholders 
strive to fi nd new solutions to effi ciently utilize resources to meet the city’s most 
pressing needs. ABAC recommends that APEC, through the Friends of the Chair on 
Urbanization, cooperate with ABAC on the work it started this year on measuring 
the challenges and success factors of urban development planning. This effort could 
include streamlining data collection to better measure the level of city development; 
learning from best practices and analyzing policies drawn from data comparisons; 
encouraging closer public-private sector engagement in fi nding solutions for build-
ing more livable, sustainable and competitive cities in the APEC region.
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Facilitating the development of mining sector in APEC. The mining sec-

tor plays a vital role in the economic success of all of APEC member economies 
by generating investment and driving regional trade. Close cooperation between 
governments, industry associations and private sector is needed to promote busi-
ness-friendly regulatory environments and best practices in sustainable mining that 
create positive outcomes for investors, economies and communities. In this regard, 
ABAC welcomes the APEC’s decision to renew the Mining Task Force’s (MTF) 
mandate and strongly supports the sub-fund which is devoted to mining-related 
capacity building projects. While maintaining strong engagement with the private 
sector, ABAC urges APEC to adhere to APEC’s 10 Mining Principles in the devel-
opment and regulation of the mining sector and implement policies that promote 
open, predictable and stable investment environments based on an understanding 
and recognition of the inherent challenges for mining companies.

Accelerating infrastructure development. ABAC has endeavored to in-
tegrate progress made by the Asia-Pacifi c Financial Forum and the Asia-Pacifi c 
Infrastructure Partnership on developing deep and liquid capital markets, and pub-
lic-private partnerships as a vehicle to promote much needed infrastructure invest-
ments. ABAC endorsed the work of the Urban Infrastructure Network in developing 
a holistic policy framework for urban infrastructure planning, project development 
and fi nancing at the various levels of government.

Developing the APEC Business Travel Card mechanism. With over 
150,000 APEC Business Travel Cards (ABTCs) now in use and demand for the card 
growing strongly, the 2014 agreement to extend the life of the card from the present 
three years to fi ve years was an important improvement. ABAC now seeks to coop-
erate with APEC offi cials to introduce e-Lodgment of cards  —  enabling applicants 
to fi ll in applications themselves and electronically. 

Facilitating micro-, small and medium enterprises (MSME) access to 
fi nance. ABAC calls for steps to enhance MSME access to fi nance as this remains 
a signifi cant barrier to MSME expansion. These could include: launching pathfi nder 
initiatives to help interested economies develop credit information systems and ef-
fectively secured transaction regimes; regional dialogues on regulatory issues as they 
affect trade and supply chain fi nance and MSME fi nance in general; workshops on 
emerging facilitators of trade and supply chain fi nance; enhancing public-private 
collaboration to develop alternative funding mechanism for MSMEs and start-ups.

Building innovation and value-adding activities in MSMEs. ABAC rec-
ognizes the vital role that MSMEs play in bringing new ideas to the market and 
fostering innovation in the 21st century. There is, however, a need to boost inno-
vation by creating an ecosystem that supports enterprise creation and strengthens 
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innovation capabilities of MSMEs. Partnerships and networking among innovation 
systems, including those involving large and small businesses and public sector need 
to be supported as part of a strategy that promotes innovation in more effective ways. 

All in all, the recommendations produced and endorsed by ABAC in 2015 cover 
a wide range of issues with each of them refl ecting the views of the region’s business 
communities on how governments can best adjust the trade, investment and regula-
tory policies to facilitate the economic growth within APEC. 

ABAC looks forward to continuing its efforts in 2016 under the Peruvian leader-
ship: many of the 2015 issues will get further development and new agenda items 
will be raised. ABAC will seek closer coordination and engagement with a number 
of APEC bodies in an effort to make its contribution more relevant and actionable. 
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IMPRESSIONS OF THE OPORA 
RUSSIA DELEGATION BY THE 
2015 APEC WOMEN AND THE 
ECONOMY FORUM

In September 2015 the delegation of  OPORA RUSSIA participated in the 
2015 APEC forum on women entrepreneurship held in the capital of  the Republic 
of  the Philippines. 

Women and the Economy Forum defi ned the APEC economies` policies on 
addressing gender gap. What impressive work is carried out to ensure equality in the 
world! We are all aware of  the fact that the people suffer from hunger in some parts 
of  the world, while in other parts food waste is a challenge; that some people are 
dying of  thirst while our taps are leaking. Resources, opportunities and information 
are unevenly distributed. For us an issue of  gender inequality sounds to a large extent 
contrived but in a number of  countries women have no access to various professions 
and leadership. In some countries women need an approval by husband to open 
a bank account up to now. The people living on 70% of  territory of  Papua New 
Guinea have no access to electricity. 

Although the forum was devoted to women entrepreneurship it was surprising 
to see that almost all participants of  such a major event were women (except the wait-
ers and a few speakers, including the President of  the Republic of  the Philippines). 
The event evoked a sensation of  soft female energy and fl ying time. 

The forum provided an opportunity to get acquainted with the entrepreneurs 
and active members of  non-commercial organizations of  different countries. For 
example, one of  the picturesque delegations was the group of  Papua New Guinea — 
we joked together a lot and quickly made friends with them. We admired these girls 
dressed in national costume, qualifi ed, energetic, consistent and very creative. It was 
a unique experience to contribute to the event bringing together representatives of  
Chile, Peru, Australia, Canada, Philippines, Malaysia and other countries — women 
of  various corners of  the world, geographies, economies and cultures. But for all 
that women in business continue to be women; the importance of  the possibility to 
align business and family life was emphasized in the discussions many times. 

Veronika PESHKOVA, Member of  the Board, OPORA RUSSIA, Member of  the Expert Council of  the Committee 
on Women Entrepreneurship, OPORA RUSSIA, Moscow 
Larisa IVANISOVA, Member of  the Committee on Women Entrepreneurship, OPORA RUSSIA, Krasnoyarsk
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As the members of  delegation of  the OPORA RUSSIA — a leading Russian as-

sociation of  small and medium businesses, we decided that for the future the Russian 
delegation should have its own dress-code, distinguishing signs, brochures with in-
formation on the participants and projects (we borrowed this idea from the delega-
tion of  Brunei). We also made a decision that ideally we should organize a session 
within the next forum. To do this we would need to implement a project initiated 
by Russia at the APEC level. An initiative on expanding the OPORA RUSSIA proj-
ect — National entrepreneurship award “Business Success” — to the regional level 
and implementing it in the APEC economies was presented at the dialogue of  the 
delegations` heads by Ms. Natalia N. Strigunova, Deputy Director of  the Department 
of  Asia, Africa and Latin America of  the Ministry of  Economic Development of  
Russia. Currently a project aimed at increasing access to procurement market of  the 
APEC economies leading corporations for women entrepreneurs is being developed. 
Implementation of  such initiatives requires serious preparation and a dialogue be-
tween representatives of  business associations and governmental authorities.

The forum also led us to a conclusion that we should learn to speak to the au-
dience. We were surprised that at such a high-level event a number of  speakers hid 
behind a desk and read from notes. The ability to get the message to the audience is 
no less important than a formulation of  valid ideas.
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Within the women entrepreneurship track at the APEC level a large number 

of  the projects are implemented, in particular a consolidated information portal we-
apec.com providing the data on programmes and business associations of  the APEC 
economies, a mentoring programme, a system of  educational support and many 
others. How important it is to meet and adopt the best practices! A lot of  valuable 
things are created and implemented and it is extremely important that the people of  
different countries coordinate, share their practices and cooperate.

 
It should be noted that although various projects are implemented on the initia-

tive and under the leadership of  various economies, American colleagues` ambitions 
are impressing. For promoting women initiatives within the APEC the US allocated 
USD1 billion. We could learn from such experience on promoting the positions, tak-
ing a stand and making creative initiatives and proposals.

A signifi cant section of  the forum was devoted to a role of  high technologies and 
internet in promoting gender equality and entrepreneurship. Internet, automatization 
as well as a remote work options could help women combine a family and business. 

The participants of  the forum were represented at a high level and included 
owners and senior offi cials of  businesses, non-commercial organizations, and gov-
ernment authorities. A substantial part of  the forum was an open dialogue between 
public authorities and business on women entrepreneurship. The participants em-
phasized that according to the recent study, currently women`s contribution to the 
GDP in the APEC member economies is about 60 per cent, but their incomes are 
about 14 per cent of  this. The speakers also noted that women have control over 85 
per cent of  consumption or market (depends on the point of  view). So the women`s 
role will continue to increase, and it is important to adopt the best international ex-
perience and share with the world the practices successfully realized in our country. 



29

BUSINESS CLIMATE IN
APEC ECONOMIES
Mark RAKHMANGULOV, Director, Center for Multilateral Cooperation, International Relations Department, 
Russian Union of  Industrialists and Entrepreneurs (RSPP), Deputy Director of  the Global Governance Research Centre, 
International Organisations Research Institute (IORI), National Research University Higher School of  Economics
Alice PROKHOROVA, Senior Specialist, International Relations Department, Russian Union of  Industrialists and 
Entrepreneurs (RSPP)

The article presents an overview of  dynamics’ of  business environment con-
ditions in the APEC economies drawing on the data from three international rank-
ings: Doing Business, Global Competitiveness Report and Global Innovation Index 
during the period of  2008-2015.1 Regulation on foreign investment in relevant coun-
tries is additionally analyzed using the FDI Regulatory Restrictiveness Index, which 
covers half  of  the APEC economies.2

Doing Business
The Doing Business (DB) study conducted by the World Bank allows objec-

tively assess business regulations and their enforcement across 189 economies.3 The 
research not only indicates the problems, which hinder the development of  entre-
preneurship, but also highlights their causes and provides recommendations on nec-
essary reforms.

The Doing Business assesses regulations relevant to SMEs across ten areas: start-
ing a business, dealing with construction permits, getting electricity, registering prop-
erty, getting credit, protecting minority investors, paying taxes, trading across borders, 
enforcing contracts and resolving insolvency. It also measures labour market regulation, 
which is not included in any of  the aggregate measures. Indicator sets refer to a case 
scenario in the largest business city of  each economy.4 In 2015 DB report the data was 
collected for 2 cities in 11 economies with more than 100 million inhabitants, including 
China, Indonesia, Japan, Mexico, Russia, and US. One of  the DB methodology limita-
tions is the absence of  the focus on regulations specifi c to foreign investment.

The fi rst three positions of  Doing Business ranking (beginning from 2008) 
have been mainly occupied by the leading APEC countries. Singapore is the abso-
lute leader: according to the 2015 report it topped the global ranking for the ninth 
consecutive year. New Zealand during the last seven years has been moving between 
1The latest current data draws on the recent published ratings: DB 2015, GII 2015, GCR 2015-2016
2 The FDI Index is currently available for 8 years: 1997, 2003, 2006-2014. 
3 Number of economies assessed in 2015 
4  About the World Bank Group Doing Business Annual Reports. 
htt p://www.doingbusiness.org/~/media/GIAWB/Doing%20Business/Documents/Methodology/Foreign/

DB15OnePagerEnglish.pdf (accessed 16 October 2015)
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second and third places, Hong Kong SAR has not descended below the third place 
since 2010. Apart from these three countries the ratings have constantly included 
in top thirty the following APEC economies: US (7 in 2015 report), Australia (10), 
Canada (16), Malaysia (18) and Japan (29).

The APEC economies have shown diverse dynamics in the DB. A number of  
countries experienced notable position deterioration. Japan descended from the 12 
place in 2008 to 29 in 2015. China also dropped from 83 in 2008 to 96 in 2014, how-
ever growing to 90 in 2015 while still staying among the last fi ve APEC economies 
in the DB. Brunei and Papua New Guinea considerably lowered their performance 
dropping for more than 30 ranks. Rating of  Brunei dramatically deteriorated from 
59 in 2014 to 101 in 2015.

At the same time several economies showed signifi cant improvement in 2008-
2015: Peru moved from 58 to 35 place, Philippines moved from 133 to 95, Korea 
jumped from 30 to 5, and Taiwan rose from 50 to 19. Russia is the APEC country 
with the best overall rank improvement from 120 in 2010 to 62 in 2015.

In the DB 2015 17 APEC economies are in the fi rst half  of  the ranking, more-
over Singapore, New Zealand, Hong Kong SAR occupy the fi rst three places, respec-
tively, and Korea is also included in top-5.

Overall, APEC economies show wide variations in performance across dif-
ferent indicators, as high total ranking does not necessarily mean best performance 
on all criteria. In the 2015 DB report New Zealand is on the fi rst place in starting a 
business and is followed by Canada (2), Singapore (6), Australia (7), and Hong Kong 
SAR (8). The US which is the seventh in ease of  doing business overall, ranks only 
46 in starting a business. Brunei (179) is the APEC country with the most diffi cult 
conditions to start a business, preceded by the Philippines (161), Indonesia (155), 
and Papua New Guinea (130).

It is easier to pay taxes in Hong Kong SAR (4), which is followed by Singapore 
(5), Canada (9), New Zealand (22), and Korea (25). The majority of  countries allow 
fi rms and individuals to self-assess their tax liabilities thus making paying taxes easi-
er. On accessing credit fi nance, New Zealand is the top country in DB ranking, and 
US is the second, they are followed by Australia (4) and Canada (7). At the bottom 
on this criterion is Papua New Guinea (165), which is followed by Philippines (104), 
Brunei Darussalam and Thailand (both 89). In access to credit fi nance the best me-
dium-term performance (in 2010-2015) among APEC members is shown by Mexico 
(from 61 to 12), Indonesia (from 113 to 71), and Russia (from 87 to 61). Singapore, 
Hong Kong SAR, Korea are the APEC’s top three in trading across borders, than 
comes Malaysia (11), US (16), and Japan (20). Russia (155) ranks the last among 
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APEC members by this criterion. The largest improvement in trading criteria (in 
2010-2015) is shown by Peru — from 91 to 55 and Mexico — from 74 to 44. China 
on the contrary dropped from 44 to 98, Papua New Guinea — from 89 to 138. Best 
performing countries have widely employed such instruments as platforms for elec-
tronic submission and processing of  documents, practices of  risk-based inspection 
of  cargoes making trade easier.

Global Competitiveness Report
The Global Competitiveness Report (GCR) is a yearly report published by the 

World Economic Forum. It assesses the competitiveness landscape of  144 econo-
mies (2014 – 2015), providing insight into the drivers of  their productivity and 
prosperity.5 Since 2004 the report ranks countries in accordance with the Global 
Competitiveness Index,6 which “measures the set of  institutions, policies, and factors 
that set the sustainable current and medium-term levels of  economic prosperity”.7

The twelve pillars of  competitiv eness are: institutions, infrastructure, macro-
economic environment, health and primary education, higher education and train-
ing, goods market effi ciency, labour market effi ciency, fi nancial market development, 
technological readiness, market size, business sophistication, innovation.
5 The Global Competitiveness Report 2014–2015. 
htt p://reports.weforum.org/global-competitiveness-report-2014-2015/ (accessed 16 October 2015)
6 Sala-i-Martin, Xavier and Elsa V. Artadi, “The Global Competitiveness Index, Global Competitiveness Report, 
Global Economic Forum 2004
7 GCR Methodology. htt p://reports.weforum.org/global-competitiveness-report-2014-2015/methodology/ 

(accessed 16 October 2015)

Table 1. APEC Economies in Doing Business
Economy 2008 2009 2010 2011 2012 2013 2014 2015

Singapore 1 1 1 1 1 1 1 1
New Zealand 2 2 2 3 3 3 3 2
Hong Kong SAR, China 4 4 3 2 2 2 2 3
Republic of Korea 30 23 19 16 8 8 7 5
United States 3 3 4 5 4 4 4 7
Australia 9 9 9 10 15 10 11 10
Canada 7 8 8 7 13 17 19 16
Malaysia 24 20 23 21 18 12 6 18
Taiwan, China 50 61 46 33 25 16 16 19
Thailand 15 13 12 19 17 18 18 26
Japan 12 12 15 18 20 24 27 29
Peru 58 62 56 36 41 43 42 35
Mexico 44 56 51 35 53 48 53 39
Chile 33 40 49 43 39 37 34 41
Russia 106 120 120 123 120 112 92 62
Vietnam 91 92 93 78 98 99 99 78
China 83 83 89 79 91 91 96 90
Philippines 133 140 144 148 136 138 108 95
Brunei Darussalam 78 88 96 112 83 79 59 101
Indonesia 123 129 122 121 129 128 120 114
Papua New Guinea 84 95 102 103 101 104 131 133
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APEC economies that have the most attractive competitiveness landscape in 

the reference period are Singapore, US, Japan, Hong Kong SAR, Canada, Taiwan, 
Australia, Korea, Malaysia, and New Zealand (in each rating they were in the top 
ten among the APEC economies). The least attractive competitiveness conditions 
among the APEC economies (in each rating from 2008 to 2015) were registered in Russia 
(signifi cantly improved its position in 2015 – 2016 report), Vietnam, Peru and Philippines.

Singapore’s performance is one of  the most consistent — it is among the top 
10 in 9 pillars (out of  12 in total). The country remains the best  performer in the 
overall markets effi ciency, together with Hong Kong SAR it ranks in the top three in 
fi nancial market effi ciency, goods and labour. In particular, Singapore has the most 
fl exible and the second most attractive labour market, but at the same time the level 
of  working women remains low (75th place). Singapore has got the best higher edu-
cation system and is well placed to increase technological adoption, innovation, and 
business sophistication. The economy has one of  the most transparent and effi cient 
institutional frameworks and a sustainable macroeconomic environment.

Vietnam is progressing for the third consecutive year and is at the 56th place (68th 
in 2014). The increase is the result of  a better performance in primary education and 
health, institutions, infrastructure and macroeconomic sphere. During the last year 
the Vietnamese Government issued two resolutions on key tasks and solutions to 
improve business environment and national competitiveness based on World Bank 
and World Economic Forum approaches.8

According to the data from previous ratings, the Philippines climbed up a total 
of  40 places — from 87 in 2009-2010 to 47 in 2015-2016, including fi ve places since 
2014-2015. The latest report shows, that the main improvements are registered in la-
bor market effi ciency, health and primary education, business sophistication, and in-
novation. At the same time, indicators of  several other key drivers — institutions and 
goods market effi ciency have dropped (from 67 to 77 and from 70 to 80 respectively). 
The lowest-ranked indicators include procedures that are connected with starting a 
business (139), number of  days to start a business (119), redundancy costs (124).9

Global Innovation Index
The Global Innovation Index (GII) is a global research that ranks the innova-

tion performance of  141 countries and economies (2015), which represent 95.1% of  
the world’s population and 98.6% of  global GDP.10  The research was launched in 
8 Global competitiveness index improves for 3rd consecutive year /  Vietnam breaking news. 01.10.2015. 
htt p://www.vietnambreakingnews.com/2015/10/global-competitiveness-index-improves-for-3rd-

consecutive-year/ (accessed 16 October 2015)
9 Philippines up Five Notches in the 2015 WEF Global Competitiveness Report; Country Reaches Top-third of 
Global Rankings. htt p://www.competitive.org.ph/stories/1189 (accessed 16 October 2015)
10 Global Innovation Index. htt ps://www.globalinnovationindex.org/content/page/GII-Home 
  (accessed 16 October 2015)
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2007 and currently represents the most comprehensive set of  innovation develop-
ment indicators (79 indicators in 2015).

GII relies on two sub-indices, the Innovation Input Sub-Index and the Innovation 
Output Sub-Index, each is based on several key pillars (divided into sub-pillars). The 
Input Sub-Index refl ects the input conditions and factors that are required to create 
innovation and includes the following groups of  indicators: institutions, human cap-
ital and research, infrastructure, market sophistication, business sophistication. The 
Output Sub-Index summarizes outcomes of  innovation and includes: knowledge 
and technology outputs, creative outputs.

In the reference period the countries regularly ranked among the top ten of  
the APEC economies are Singapore, US, Hong Kong SAR, Canada, New Zealand, 
Korea, Australia, Japan, Malaysia. Indonesia and Philippines showed the poorest in-
novation performance among APEC countries (each year they were among the last 
fi ve APEC economies). Papua New Guinea is not analysed, Brunei was analysed in 
2008 and 2015, Taiwan was included only in two rankings (2008-2009, 2009-2010). 
Russia was among outsiders in the ranking of  2008-2009, but improved its rating by 
2015 entering the middle part of  the APEC list.

The most notable decline in positions (more than 15 points from 2008 to 2015) 
was observed for Indonesia, which dropped from 49 to 97 place, Philippines – from 
63 to 83. Peru on the contrary has improved its position by 14 points – from 85 to 71.

In 2015 the Philippines increased its rank to 83 from 100 in 2014. This is the 
country’s best performance in the GII in the last 5 years. The Philippines has mainly 

Table 2. APEC Economies in Global Competitiveness Report
Economy 2008–2009 2009–2010 2010–2011 2011–2012 2012–2013 2013–2014 2014–2015 2015–2016

Singapore 5 3 3 2 2 2 2 2
United States 1 2 4 5 7 5 3 3
Japan 9 8 6 9 10 9 6 6
Hong Kong SAR, China 11 11 11 11 9 7 7 7
Canada 10 9 10 12 14 14 15 13
Taiwan, China 17 12 13 13 13 12 14 15
New Zealand 24 20 23 25 23 18 17 16
Malaysia 21 24 26 21 25 24 20 18
Australia 18 15 16 20 20 21 22 21
Republic of Korea 13 19 22 24 19 25 26 26
China 30 29 27 26 29 29 28 28
Thailand 34 36 38 39 38 37 31 32
Chile 28 30 30 31 33 34 33 35
Indonesia 55 54 44 46 50 38 34 37
Russia 51 63 63 56 67 64 53 45
Philippines 71 87 85 65 65 59 52 47
Vietnam 70 75 59 55 75 70 68 56
Mexico 60 60 66 58 53 55 61 57
Peru 83 78 73 67 61 61 65 69
Papua New Guinea n/a n/a n/a n/a 141 147 140 140
Brunei Darussalam 39 32 28 28 28 26 n/a n/a
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risen on the business-sophistication pillar that implies the adoption of  technologies 
by the business community. New Zealand’s rating increased to 15 in 2015 due to the 
country’s exemplary institutions and regulatory environment, credit services, protec-
tion of  investors and a huge number of  patents fi led.

Vietnam is ranked 52 out of  141 countries in 2015, up 19 places from 2014 
because of  the considerable investments into the science and technology sector. 
Vietnam’s performance is high in infrastructure, creative, knowledge and technology 
outputs. The country develops its national innovation system by improving its reg-
ulatory framework and engaging in institution building. Vietnam performs well in 
business sophistication due to the improvement of  knowledge absorption. However, 
Vietnam’s performance is weak in political, regulatory and business environments.11

Hong Kong SAR left the top ten economies in 2015, mostly because of  the 
biggest drop in business sophistication, mainly as a result of  its performance in the 
share of  females employed with advanced degrees. A relatively low expenditure on 
education, exports of  creative and high-tech goods also worsened the performance. 
However Hong Kong succeeded in the availability of  domestic credit to the private 
sector, high-tech imports, protection of  investors, regulatory quality, GDP per unit 
of  energy use, ease of  start-ups and other companies’ capitalization, and intensity of  
local competition.12

Australia is ranked 17 for two consecutive years, after some improvement in 
previous reports. The country does well in infrastructure and scores high across the 
board for internet services. Australia performs well in market sophistication, coming 
fourth on the ease of  getting credit. Australia’s main weaknesses are in human capital 
and research and business sophistication, knowledge and technology outputs. Most 
notable slump is on FDI sphere where Australia fell from the 49 to 114 place.13

FDI Regulatory Restrictiveness Index
The Organisation for Economic Co-operation and Development (OECD) uses 

the FDI Regulatory Restrictiveness Index (FDI Index) to measure statutory restric-
tions on foreign direct investment in 58 countries, including all OECD and G20 
countries, across 22 economic sectors. The FDI Index is currently available for 8 
years: 1997, 2003, 2006-2014.

FDI measures four types of  restrictions: foreign equity limitations, discrimina-
tory screening or approval mechanisms, restrictions on the employment of  foreigners 
11 Vietnam advances 19 places on global innovation index / Thanh Nien News. 24.09.2015. 
htt p://www.thanhniennews.com/education-youth/vietnam-advances-19-places-on-global-innovation-

index-51726.html (accessed 16 October 2015)
12 Hong Kong ranks 11th in global innovation index / BUSINESS HONG KONG. 18.09.2015. htt ps://www.hongkongfp.

com/2015/09/18/hong-kong-ranks-11th-in-global-innovation-index/ (accessed 16 October 2015)
13 Australia is stalling in the Global Innovation Index / Business Insider Australia. 21.09.2015
htt p://www.businessinsider.com.au/australia-is-stalling-in-the-global-innovation-index-2015-9 

(accessed 16 October 2015)
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as key personnel, other operational restrictions (restrictions on branching and on 
capital repatriation or on land ownership by foreign-owned enterprises). All restric-
tions are evaluated on a 0 (open) to 1 (closed) scale, each restriction is given a score 
based on an assessment of  its importance, the aggregate score is a weighted average 
of  sectorial scores.14

Overall FDI restrictiveness remains high in APEC economies according to the 
FDI Index. In 2014 the list of  most open countries includes Japan, Chile, Peru, US, 
the most closed countries are China, Indonesia, New Zealand, Malaysia, and Mexico. 
China is the most closed country for foreign investors among the APEC economies 
with a score slightly above 0.4 in the latest iteration of  the index.

Indonesia (0.34) is one of  the most restrictive towards FDI among the APEC 
economies. Foreign equity ownership remains limited in media, real estate and busi-
ness services. Indonesia imposes high restrictions to FDI in agriculture, but still lower 
than Mexico and China.15 The index shows that Australia (0.127) and New Zealand 
(0.24) have higher restrictiveness of  the investment regimes than many other coun-
tries. The Australian and New Zealand ratings are driven primarily by the foreign 
investment screening regimes. More restricted sectors in the Australian economy are: 
air transport, telecommunications and real estate, maritime transport, banking and 
insurance. In New Zealand more restricted sectors of  the economy include fi shing, 
telecommunications, air transport, agriculture, banking and fi nance.16

14 FDI Regulatory Restrictiveness Index. OECD. htt p://www.oecd.org/investment/fdiindex.htm (accessed 16 October 2015)
15 OECD Review of Agricultural Policies: Indonesia. OECD. 2012 
16 Foreign Direct Investment Restrictions in OECD Countries. OECD 2012

Table 3. APEC Economies in Global Innovation Index
Economy 2008–2009 2009–2010 2011 2012 2013 2014 2015

United States 1 11 7 10 5 6 5
Singapore 5 7 3 3 8 7 7
Hong Kong SAR, China 12 3 4 8 7 10 11
Republic of Korea 6 20 16 21 18 16 14
New Zealand 27 9 15 13 17 18 15
Canada 11 12 8 12 11 12 16
Australia 22 18 21 23 19 17 17
Japan 9 13 20 25 22 21 19
China 37 43 29 34 35 29 29
Malaysia 25 28 31 32 32 33 32
Chile 39 42 38 393 46 46 42
Russia 68 64 56 51 62 49 48
Vietnam 64 71 51 76 76 71 52
Thailand 44 60 48 57 57 48 55
Mexico 61 69 81 79 63 66 57
Peru 85 88 83 75 69 73 71
Philippines 63 76 91 95 90 100 83
Indonesia 49 72 99 100 85 87 97
Brunei Darussalam n/a 48 75 53 74 88 n/a
Papua New Guinea n/a n/a n/a n/a n/a n/a n/a
Taiwan, China 16 25 n/a n/a n/a n/a n/a
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Japan has one of the lowest restrictions among observed economies (0.052), how-

ever the WTO emphasizes that Japan’s trading partners have indicated that low for-
eign investment levels “may be attributed, inter alia, to impediments to mergers and 
acquisitions, insuffi cient regulatory reform and fi nancial transparency and fl exibility”.17

The main FDI restrictions in Peru (0.077) are connected with foreign own-
ership that concern air and water transport, followed by fi nancial services where-
as manufacturing, distribution, and construction are usually relatively less restricted 
sectors. The lowest restrictions are observed in the electricity sector, where Peru 
abolished state monopoly.18

Russia’s Performance
In 2012, Russian President instructed the Government to signifi cantly improve 

conditions for doing business, setting the target for the increase of  Russia’s position in 
the Doing Business ranking from the 120 place in 2012 to 50 in 2015, and 20 in 2018.19

While in DB 2012 Russia ranked 120 out of  183 countries, signifi cant progress 
in the Russia’s rating was refl ected in the 2014 report, as it rose from 112 in 2013 to 
64 (partly due to the changes in methodology). In Doing Business 2015 Russia fur-
ther improved its performance and ranks 62.

Revision and simplifi cation of  administrative procedures signifi cantly increase 
the investment attractiveness of  Russia. The World Bank notes that in 2013-2014 
registration procedures for companies were simplifi ed, in particular, the require-
ments to deposit the charter capital before company registration and to notify tax 
authorities of  the opening of  bank accounts were eliminated. Transferring property 
was also made easier due to elimination of  the need for notarization and reduction 
of  the time required for property registration.20

In the GCR 2014-2015 Russia ranks 53 out of  144 countries and jumped up 
by 11 places compared to the previous period. However in 2009-2015 ratings Russia 
was among the last fi ve APEC economies. In GCR 2015-2016 Russia showed the 
best breakthrough among the APEC economies, increasing its performance by eight 
places to 45. According to the World Economic Forum the fact is explained mostly 
by a revision of  purchasing power parity estimates by the IMF, which led to a 40% in-
crease in Russia’s GDP (from USD 2.55 to USD 3.56 trillion).21 The country has also 
improved the regulatory business environment and domestic competition (96 out of  
17 World Trade Organization, Trade Policy Review: Japan (March 2013) 
htt p://www.wto.org/english/tratop_e/tpr_e/s276_sum_e.pdf (accessed 16 October 2015)
18 OECD Investment Policy Reviews. OECD Investment Policy Reviews: Peru 2008 
19 Executive Order on long-term state economic policy. President of Russia 7 May 2012. 
htt p://en.kremlin.ru/events/president/news/15232 (accessed 16 October 2015)
20 Doing Business 2015. World Bank 2014. P. 35
21 The Global Competitiveness Report 2015–2016. htt p://reports.weforum.org/global-competitiveness-

report-2015-2016/country-highlights/ (accessed 16 October 2015)
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140). After Russia’s accession to the World Trade Organization in 2012 import tar-
iffs were reduced thus stimulating competition. Russia’s strengths are a high level of  
coverage of  education, especially higher education; and relatively good infrastructure. 
However, the rise of  infl ation and worsened public fi nances affected the country’s 
macroeconomic environment. Russia’s ranking is low on institutional development 
(100), fi nancial markets development (95) and goods market effi ciency (92).

In 2008-2009 Russia was among the last fi ve APEC countries in GII, but in 2012 
it ranked in the top ten among APEC (49). In 2015 Russia ranked 48 with improve-
ments in innovation inputs (from 56 in 2014 to 52 in 2015) and deterioration in out-
puts (from 45 in 2014 to 49 in 2015). The best performance is registered in the market 
(improvement by 17 positions to 94) and business sophistication pillars (up by 16 posi-
tions to 44). Within these pillars the main Russian advantages are knowledge-intensive 
services employment, a growing number of  employed females with advanced degrees, 
FDI net outfl ows. The main deterioration is in the infrastructure pillar with a fall by 14 
places to 65 with the GDP per unit of  energy use being one of  the main weaknesses.

The regulatory regime of  foreign direct investment in Russia is more restrictive 
than in most OECD countries with the index of  0.181. At the same time it is lower 
than in China, New Zealand, Mexico, Malaysia and Indonesia. Barriers to FDI in 
the fi nancial sector, mining industry, transport, business services and real estate, are 
high. Examples of  particularly strict barriers for FDI are quotas and limitations on 
the scope of  operations for licences in fi nancial services. But some improvements 
have been made: in October 2013 the application of  reciprocity in the banking law 
for all OECD investors was removed, providing a valuable reassurance to potential 
investors, and reaffi rming commitment to the principle of  non-discrimination.22

Conclusion
Analysis of  business conditions in 21 APEC economies on the basis of  

three international ratings – Doing Business, Global Innovation Index and Global 
Competitiveness Report – shows that the distribution of  leaders and outsiders re-
mains approximately the same in the period of  2008-2015. Leaders, which were 
among top ten APEC economies in each of  three ratings, include: Singapore, New 
Zealand, Hong Kong SAR, US, Canada, Australia, Japan and Malaysia. Economies, 
which most frequently were at the bottom list in these ratings, including: Philippines, 
Indonesia, Peru, mainly show positive upward trends. The most restrictive FDI re-
gimes according to the OECD Regulatory Restrictiveness Index are China, followed 
by Indonesia, New Zealand, Malaysia, and Mexico, while Japan, Chile, Peru, US are 
assessed by the economies most open for FDI. Russia occupies middle positions in 
all the four ratings. However, Russia has substantially improved its positions in these 
ratings especially over past three years.
22 Radziwill, A. and Y. Vaziakova (2015), “Improving the Business Climate in Russia”, 
OECD Economics Department Working Papers, No. 1192, OECD Publishing.
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APEC INSTITUTIONAL 
RESPONSE TO FINANCIAL 
MARKETS VOLATILITY
APEC ECONOMIC OUTLOOK AND 
FINANCIAL MARKETS STABILITY

The current economic outlook for most of  the APEC member economies is 
favourable. The region is expected to remain the global growth leader, at least over 
the medium term. Despite being different in terms of  their level of  economic de-
velopment, the countries in the Asia-Pacifi c have managed to address weak external 
demand after the global fi nancial crisis due to the robust domestic consumption. All 
APEC economies except Russia are net oil importers and are actively engaged in 
global supply chains. Thus, the recent decline in oil prices can further stimulate the 
recovery in advanced countries of  the region and help maintain the growth levels in 
the emerging economies. According to the IMF estimates, internal demand in APEC 
will continue to drive growth, supported by increasing real incomes from lower world 
oil prices and strong labour market conditions.1

 
However, the abovementioned positive factors can be offset by increased vola-

tility resulting from considerable diversity in economic conditions and performance 
across the region. China is expected to remain a leader in terms of  growth, but 
its pace is getting slower. Japan is recovering from stagnation. Large exporters of  
non-oil commodities such as Australia, Indonesia and Malaysia2 are also negatively 
affected by falling prices. In addition, exchange rates in the region diverge, as some 
countries keep the currencies closely tied to the US dollar, while other economies 
allow more fl exibility. Changes in the terms of  trade differently affect net importers 
and exporters of  commodities, and tighter fi nancial conditions resulting from capital 
fl ow volatility are observed in the emerging APEC economies, while capital is fl ow-
ing in a sustainable way into developed countries. These factors also contribute to the 
divergence of  effective exchange rates.

 APEC members differ in terms of  openness of  their capital accounts. In ad-
vanced economies its level is similar to that of  the EU members, while emerging 
1 Regional Economic Outlook. Asia and Pacific. IMF, April 2015. htt p://www.imf.org/external/pubs/ft/reo/2015/

apd/eng/pdf/areo0415.pdf (accessed 2 October 2015)
2 Australia’s export is dominated by iron ore, Indonesia actively exports coal (mainly to China), and Malaysia 
accounts for more than 40% of the world’s palm oil exports

Andrey SHELEPOV, Expert, National Coordination Center for Developing Economic Cooperation with the 
Countries of  Asia-Pacifi c Region, Researcher, International Organizations Research Institute, National Research 
University Higher School of  Economics
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APEC economies’ capital accounts are relatively closed. Developing countries in Asia 
tend to impose tough restrictions on foreign ownership of  equity in the banking sec-
tor as opposed to developed ones, for instance Hong Kong and New Zealand. This 
results in relatively lower levels of  foreign bank penetration, thus limiting fi nancial 
markets integration and member economies’ capacity to moderate volatility.3 Finally, 
considerable regulatory differences affecting the stability of  the fi nancial sector re-
main in the Asia-Pacifi c. For example, indicators of  investor protection and resolving 
insolvency are much higher for advanced regional economies with well-developed 
fi nancial markets than for developing economies.4

 
Given that expanding global liquidity and excess volatility “associated with the 

expected tightening by the Federal Reserve may expose some economies to credit, 
liquidity and exchange rate risks”,5 disrupt the favourable outlook for APEC and 
hold back growth. Thus measures for improving resilience of  the markets to nega-
tive shocks should remain one of  the main priorities of  the forum’s fi nancial agenda. 

APEC Dialogue on Financial Volatility
Regional macroeconomic and fi nancial issues in APEC are addressed by the 

APEC Finance Ministers’ Process. Finance ministers met for the fi rst time in 1994, 
and since that time they have met annually. At the most recent meeting held in 
September 2015 in Cebu, Philippines, the ministers focused on a number of  priori-
ties including macroeconomic stability, adequate public fi nance management, good 
corporate governance, economic integration within APEC, fi nancial inclusion and 
investment in infrastructure. Addressing the issue of  excess volatility in the fi nancial 
markets the ministers agreed on actions relevant for both advanced and emerging 
APEC economies. In particular, the Finance Ministers’ Process resulted on adopting 
commitments on:

• Building capacity to strengthen supervision. As fi nancial markets are becoming 
more complex, it is getting more diffi cult for national regulators and supervisors to fol-
low and address the development of  new instruments and institutions on these markets. 

• Launching macro prudential tools, institutions and frameworks. This measure 
is required in both developed and developing economies to prevent volatility in the 
fi nancial markets from negatively affecting other sectors.

• Building resilient banking systems. The Basel standards for banking capital and 
liquidity are at different stages of  implementation in the APEC economies. However, 
3 S. Claessens and N. van Horen, The Impact of the Global Financial Crisis on Banking Globalization. IMF, 
October 2014. htt ps://www.imf.org/external/pubs/ft/wp/2014/wp14197.pdf (accessed 2 October 2015)
4 Doing Business 2015. Going Beyond Eff iciency. World Bank, October 2014. 
htt p://www.doingbusiness.org/reports/global-reports/doing-business-2015 (accessed 2 October 2015)
5 Sun Tao “The Impact of Global Liquidity on Financial Landscapes and Risks in the ASEAN-5 Countries. IMF 
Working papers, September 2015, page 6. htt p://www.imf.org/external/pubs/ft/wp/2015/wp15211.pdf 
(accessed 2 October 2015)
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given the importance of  the banking sector for the fi nancial systems of  most APEC 
members, fi nance ministers have emphasized the necessity to fully implement the 
new standards across the region in accordance with the agreed timelines. 

• Carrying out prudent fi scal policies. Such policies can help build additional 
offi cial reserves to counteract fi nancial market volatility when necessary.

However, more attention should be paid to specifi c issues affecting fi nancial 
markets volatility that face developing countries.

For example, it is obvious that regulatory frameworks need to follow develop-
ments in the market, i. e. new fi nancial instruments and institutions established in 
this market should be properly regulated and supervised. In advanced economies 
where development of  new fi nancial instruments is a common trend, following the 
crisis the fi nancial market regulators managed to create mechanisms that allow mon-
itoring these developments and directing them. For the developing economies, it is 
much easier to design and develop a fi nancial market regulatory framework because 
the new instruments are comparatively simple and their development follows the 
process in advanced countries. So far, these countries are not actively engaged in 
exchanging relevant experiences with their partners in developed economies. APEC 
could facilitate cooperation in this area.

Besides, in order to minimize the volatility in the fi nancial markets, short-term 
capital fl ows should be supervised properly. This recommendation is particularly 
relevant for relatively small economies with open capital accounts. Generally they do 
not possess foreign exchange reserves suffi cient to address fi nancial market volatility 
in case of  short term capital infl ows reversal. 

Furthermore, fi nancial markets volatility in emerging economies can be reduced 
through enhancing investor protection regimes. APEC cooperation on investor pro-
tection regimes would help developing countries make investment fl ows less depen-
dent on external factors. 

More and better APEC coordination is needed to contain negative effects of  
fi nancial markets volatility. Generally the regional fi nancial market is considered to 
be integrated. Implementing some of  the abovementioned measures can, on the 
one hand, facilitate integration and help developing countries build resilient fi nancial 
markets, but, at the same time, makes them more vulnerable to external fi nancial 
shocks. Allowing greater participation of  foreign investors results both in deepening 
and expanding fi nancial markets, and increasing asset prices’ sensitivity to regional 
and global economic developments. Although building supranational tools similarly 
to the EU to address these possible negative effects is impossible due to the nature 
of  APEC and divergence of  the economies’ priorities, further regional cooperation 
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is needed in maintaining fi nancial market stability across economies in order to min-
imize the volatility in the fi nancial markets. In particular, APEC could explore the 
possibility to establish a cross-border supervision system for early warning in case 
of  emerging risks to fi nancial markets stability. As a next step, fi nance ministers 
could consider the launch of  a regional safety net in order to mitigate the impact of  
fi nancial volatility. The ASEAN’s Chiang Mai Initiative Multilateralization is a good 
example of  a safety net already used by a group of  APEC members. 

Overall, APEC economies have established an effective process of  fi nancial 
ministers’ meetings to address emerging challenges at the fi nancial markets, including 
excess volatility, however, the forum effectiveness can be strengthened by elevating 
the dialogue on appropriate measures to the Economies’ Leaders’ level.
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APEC ENERGY AGENDA AND 
ENERGY MARKETS

Being a regional grouping APEC represents a diverse collection of  economies 
with a large combined share of  the world’s energy market. APEC members face 
different challenges in developing their energy sectors as they include net exporter 
and net importer countries, developed and developing states, growing and stagnating 
economies. Socioeconomic conditions cause different degrees of  strain on national 
energy systems across the Asia-Pacifi c Region. However, there are a number of  com-
mon energy challenges which form both worldwide and APEC agenda in this fi eld. 
Currently the APEC energy agenda revolves around two major intertwining (albeit 
sometimes contradictory) policy goals — attaining energy security while ensuring 
sustainable and effective energy development.

Sustainable and effi cient use of  energy resources remains at the forefront of  
APEC energy agenda. It involves elaborating policies aimed at reducing negative 
impact on environment as well as those, which seek to adapt energy supply to the 
increasing demand fueled by economic growth. Energy effi ciency is continuously in 
the focus of  the APEC Energy Ministers’ meetings. 

In November 2011 the APEC ministers committed to a goal of  reducing by 2035 
their economies’ energy intensity by at least 45 percent compared to the 2005 level. 
During the 2012 ministerial meeting in St. Petersburg sustainable development and 
energy effi ciency issues were put in the broader context of  energy security, the over-
arching topic of  the meeting.1 At the 2014 meeting sustainable energy development 
came on top of  the agenda, with multiple pledges to promote effi ciency across a num-
ber of  energy sources as well as resource conservation, environmental protection and 
economic development. The ministers also expressed their commitment to the UN 

“Sustainable Energy for All” initiative, instructing the APEC Energy Working Group 
to “develop the road map for the aspirational goal of  doubling the share of  renewables 
in the APEC energy mix, including in power generation by 2030”.2

Most APEC economies either have legislation and government bodies respon-
sible for advancing energy effi ciency in place, or are currently developing action 
1 2012 APEC Energy Ministerial Meeting St. Petersburg Declaration — Energy Security: Challenges and Strategic 
Choices. htt p://www.ewg.apec.org/documents/EWG47%20-%20APEC%20EMM-10%20Declaration.pdf 

(accessed 2 October 2015)
2 2014 APEC Energy Ministerial Meeting Beijing Declaration — Joining Hands Toward Sustainable Energy Deve-
lopment in the Asia-Pacific Region. htt p://www.ewg.apec.org/documents/EWG47%20-%20APEC%20EMM-11%20

Declaration.pdf (accessed 2 October 2015)

Andrey SAKHAROV, Researcher, International Organizations Research Institute, National Research University 
Higher School of  Economics; Advisor, Center for Multilateral Cooperation, International Relations Department, 
Russian Union of  Industrialists and Entrepreneurs (RSPP)
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plans in this fi eld. According to the 2014 APEC Energy Overview, “most countries 
have followed-through on previously committed action plans to improve energy 
effi ciency” including through promoting good energy management practices, facil-
itating public and private investment in energy effi ciency, and raising awareness of  
the issue among the general public.3

Energy security has been one of  the key elements of  the APEC agenda since the 
very fi rst meeting of  the energy ministers in 1996. In the 2012 St. Petersburg Energy 
Ministers Declaration most of  the region’s energy issues were put into the energy se-
curity context. In 2014 the ministers called for stronger collaboration between member 
economies “on oil and gas exploration and development, non-conventional oil and gas 
exploration and development in the APEC region, the establishment of  a mechanism 
to share best practices on non-conventional oil and gas exploration and development, 
and off-shore oil and gas exploration and development”. Primary focus of  the doc-
uments was to enhance member economies’ capacities to ensure their energy supply 
through domestic sources, while still being able to benefi t from “pricing mechanisms 
that refl ect demand and supply fundamentals as appropriate to each economy”.4

Developing countries face intrinsic challenges associated with obsolete tech-
nologies and infrastructure across multiple sectors of  their economies. Reliance on 
coal as a key component of  the energy mix also complicates developing countries’ 
advance towards energy effective and sustainable economic growth model. However, 
there are also socioeconomic, demographic and other structural constrains which 
infl uence governments’ decisions to invest in promoting energy effi ciency. 

China is a perfect example of  an energy intensive economy, which is pushed 
to resource conservation and energy effi ciency policies by the limitations of  its 
energy reserves per capita indicator. China’s energy consumption has been ex-
panding at a slower rate compared to its GDP, which means that from 1978 to 
2012 the country managed to almost quadruple its economy while doubling energy 
consumption. Despite sharp decreases in primary energy and fi nal energy demand 
achieved in the last two decades (cut by 50.4% and 61.5% respectively from 1990 
to 2012), and government efforts to cut industry sector energy demand, China’s 
energy intensity remains high, partly due to the ever increasing car ownership rate, 
which infl ates transportation sector energy intensity.

The Comprehensive Work Plan on Energy Conservation, as well as Emission 
Reduction during the Twelfth Five-Year Plan Period policy document, released in 
2011 by the State Council put forward the key objectives and plans of  action in the 
3 APEC ENERGY OVERVIEW 2014. htt p://aperc.ieej.or.jp/file/2015/6/19/APEC_Energy_Overview_2014.pdf 
(accessed 2 October 2015)
4 2014 APEC Energy Ministerial Meeting Beijing Declaration — Joining Hands Toward Sustainable Energy Devel-
opment in the Asia-Pacific Region. htt p://www.ewg.apec.org/documents/EWG47%20-%20APEC%20EMM-11%20

Declaration.pdf (accessed 2 October 2015)
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fi eld. China plans to create a “reverse coercion mechanism” providing for lowering 
energy intensity of  major industries, reducing the total emissions of  major pollut-
ants, and putting aggregate energy consumption under control. While pursuing all 
the sustainable development goals, this mechanism could also accelerate the long-
term strategic restructuring of  the Chinese economy, promoting optimization and 
enhancing management techniques across industry, construction, transportation, etc. 
To tackle the consumption challenges in the transport sector, the government com-
mitted to measures, aimed at enhancing public transportation services, intercity rail 
transportation, and encouraging green commuting. China also implemented some of  
the world’s most advanced fuel economy standards for automobiles and made efforts 
to popularize energy-saving and environmentally-friendly vehicles.5

Another developing APEC economy, currently pursuing the goals of  sustain-
able development, is Indonesia. Indonesian government issued several regulations 
(such as Government Regulation No. 70/2009 Regarding Energy Conservation, or 
the subsequent Ministerial Regulation No. 14/2012 on Energy Management) push-
ing for increased energy savings across industry, housing and transportation sec-
tors. Energy conservation programs include short-term (improvements in operating 
procedures, maintenance, and installation of  simple device controls), medium- and 
long-term programs (increasing effi ciency of  equipment, and fuel switching), and 
continuous exercises aimed at raising employees’ and operators’ awareness and 
knowledge of  energy conservation. Indonesian government measures also provide 
for periodical energy effi ciency audit.6

 
Developed economies have notably lower energy intensity compared to developing 

countries to deal with, due to advanced technologies, energy saving techniques, education, 
etc. However, general direction of  energy effi ciency and security policies remains the same.

Japan represents a largely different case in terms of  the challenges it faces in 
pursuing sustainable development. The Great East Japan Earthquake of  March 2011 
and the subsequent Fukushima Daiichi Nuclear Power Plant Accident, shifted the 
main goal Japan’s energy policy from the “3E” — energy security, economic growth 
and environmental protection, to the “3E+S” — the original concept plus safety. In 
the aftermath of  the accident the Japanese government conducted a comprehensive 
review of  the Strategic Energy Plan. Approved after much debate in April 2014, the 
revised plan contained commitments to accelerate the introduction of  renewable en-
ergy sources (solar, wind, geothermal, hydro and biomass), while confi rming the role 
of  nuclear power as “a low carbon and quasi-domestic energy source, contributing 
to the stability of  energy supply-demand structure”.7 This confi rmation, specifi cally 
5 APEC ENERGY OVERVIEW 2014. htt p://aperc.ieej.or.jp/file/2015/6/19/APEC_Energy_Overview_2014.pdf 
(accessed 2 October 2015)
6 Ibid
7 Ibid
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the insistence on maintaining domestic or quasi-domestic sources of  energy, refl ects 
the importance of  energy security concept for Japan.

Australia, being a developed economy and a net energy exporter country, also 
faces similar constrains in terms of  conducting energy security and energy effi ciency 
policies. There are a number of  relevant regulatory documents in place. The National 
Energy Security Assessment policy document issued by the Australian government 
in 2009 and updated in 2011 postulated that the country’s energy security did not 
depend on its energy independence, and self-suffi ciency, but was shaped by global 
energy prices and new investment in energy sector.8 The 2009 National Strategy for 
Energy Effi ciency is a 10-year strategy, which provides for a coordinated approach 
to accelerating energy effi ciency across multiple sectors of  the economy commercial 
and residential buildings, appliances and equipment, industry, businesses, govern-
ment facilities, transportation, and education. The strategy aims to assist households 
and businesses in reducing their energy intensity and environmental impact.9

Russia, a net exporter country and a developing economy, which is currently 
going through a period of  serious economic distress, is also facing diffi culties with 
increasing energy effi ciency. During the last 5   –  6 years period energy intensity of  
the Russian economy has been reduced only by 4.5 %. The draft Energy Strategy 
of  the Russian Federation until 2035, currently being discussed with the business 
community, aims to increase energy saving and energy effi ciency of  the country’s 
economy, and ensure diversifi cation of  exports to maintain leadership in the world 
energy market. It provides for the creation of  new energy industrial complexes; 
measures to stimulate development in Siberia and the Russian Far East and expand 
the share of  the Asia-Pacifi c countries in its exports. Increase in government fi -
nancing and creation of  favorable conditions for attracting private investment in 
prospecting and exploration is one of  the key provisions for ensuring economic 
development and wellbeing of  the future generations. 

The priorities set by the APEC energy ministers go hand in hand with the 
national policy objectives of  the majority of  the member economies. However, 
some of  the countries, being currently unable to substantially reduce the share of  
traditional energy sources, such as coal, in their energy mix, face challenges align-
ing energy security and energy effi ciency targets set by APEC. Despite solid per-
formance demonstrated by both developing and developed countries in terms of  
increasing energy effi ciency, the entire region still has a long way to go to achieve 
an appropriate balance between these two pillars, including some of  the largest and 
the most infl uential economies.
8 National Energy Security Assessment. www.industry.gov.au/Energy/EnergySecurity/nesa/Pages/default.aspx 
(accessed 2 October 2015)
9 APEC ENERGY OVERVIEW 2014. htt p://aperc.ieej.or.jp/file/2015/6/19/APEC_Energy_Overview_2014.pdf 
(accessed 2 October 2015)
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With 600 million consumers and a 
combined GDP of USD2.4 trillion, ASEAN 
(The Association of Southeast Asian 
Nations) is a force to be reckoned with. 
Comprising Brunei, Cambodia, Indonesia, 
Laos, Malaysia, Myanmar, Philippines, 
Singapore, Thailand and Vietnam, this 
economic zone — which ranks as the 
world’s seventh largest economy — 
should enable members to finally step 
out of the shadows of China and India. 

Following the 1997 —1998 Asian finan-
cial crisis, many countries in the re-
gion struggled to match their previous 
high growth rates, with the added chal-
lenge of competition for investment 

dollars from a resurgent  China. The 
AEC (ASEAN Economic Community), set 
to be implemented by the end of 2015, 
gives Southeast Asia an expanded, single 
market on a scale that the individual na-
tions alone could never achieve. With 
collective strength comes greater bar-
gaining power to develop further free 
trade agreements with other parts of the 
world. In addition, sectoral cooperation 
can help to transfer know ledge to nar-
row the gaps between the vari ous mem-
ber countries.

 Free from restrictive tariff s and regu-
lations, intra-regional trade can blos-
som, helped by bilateral agreements to 
avoid double taxation and a common 

ASEAN: STEPPING OUT 
OF THE SHADOWS
Investors may be drooling over the prospects of a single ASEAN mar-
ket, but there could be a few bumps in the road in the form of territo-

rial disputes and political and financial instability.

Many multinational companies 

recognize the potential of ASEAN 

as a regional production hub for 

parts and components in global 

manufacturing supply chains.

One advantage that ASEAN can

claim over China is its favorable

demographics, with 60 percent of

its population below the age of 35
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approach to fair competition. Those 
thinking of sett ing up a business in 
ASEAN can now take the best that each 
nation has to off er, whether it’s the low-
cost labor of Myanmar and Vietnam, the 
complex engineering skills in Thailand 
and Malaysia or high-end R&D expertise 
from Singapore. A possible portent is 
the success of the Greater Mekong Sub-
Region (GMS), which in the past two de-
cades has brought closer integration to 
Cambodia, Laos, Myanmar and Vietnam, 
as well as the two southernmost prov-
inces of China — Yunnan and Guangxi 
Zhuang. These participants have enjoyed 
the benefits of regional manufacturing 
and agricultural hubs, rich natural re-
sources, big consumer markets and tour-
ist att ractions, all of which has att racted 
foreign direct investment. Consequently 
the International Monetary Fund (IMF) 
expects these economies to be the fast-
est growing in ASEAN up to 2017.

Many multinational companies recog-
nize the potential of ASEAN as a regional 
production hub for parts and compo-
nents in global manufacturing supply 
chains. After the 2011 Fukushima nuclear 
disaster, Japanese firms in particular 
are diversifying outside their domes-
tic shores to mitigate future risks, with 
ASEAN one of their chosen destinations.

Reclaiming the Spotlight 
from China

With Chinese wages rising to an aver-
age of USD28 per day, foreign industrial 
groups that shifted their portfolios to-
wards China are now taking a second 
look at ASEAN. A worker’s daily sala-
ry in Indonesia and Vietnam is around 
USD9 and USD7 respectively, and these 
countries, along with Myanmar and the 
Philippines, are becoming more popular 
for manufacturing and assembly.

An easing of restrictions on foreign 
ownership and a widening of permitt ed 
sectors only adds to the att raction, along 

with increased investment protection 
and improving registration procedures. 
Indonesia’s new “one-stop integrated 
services” aims to make life much easier 
for investors, cutt ing red tape and in-
creasing transparency. 

Political tensions between Japan and 
China, along with rising production costs 
and increased diff iculty in managing facto-
ries in China, is also causing Japanese com-
panies to turn toward ASEAN’s cheap labor 
and open economies.

Another advantage that ASEAN can 
claim over China is its increasingly fa-
vorable demographics. Sixty percent of 
ASEAN’s population is below the age of 
35, and high fertility rates can only in-
crease the size of the workforce relative 
to China, which is struggling to replenish 
its proportion of working-age people in 
the face of its “one child” policy. ASEAN 
already boasts the world’s third largest 
labor force. Rapid urbanization will usher 
a larger share of people to more produc-
tive sectors, with the proportion living in 
cities predicted to rise from 36 percent 
to 45 percent by 2030.So
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Rising Fortunes for the 
Philippines and Myanmar

After decades of underperformance, 
for very diff erent reasons, these two na-
tions are in the midst of dynamic expan-
sion, with both economies set to grow 
faster than China. Once infamous for 
sub-par infrastructure, political insta-
bility and widespread corruption, the 
Philippines’ revival is based upon good 
governance and a stable economy.

Foreign direct investment levels have 
tripled since 2010, and infrastructure 
spend is expected to be close to USD13 
billion in 2015 — around 4 percent of GDP. 
One of its sunshine industries is a rapidly 
growing business process outsourcing 
sector. Foreign investors, however, should 
be aware of the country’s low transpar-
ency rankings and shareholding laws that 
restrict them to just 40 percent owner-
ship of local firms.

Myanmar’s transition from military dic-
tatorship to democratic government has 
been well-documented, paving the way 
for economic reforms and the easing of 
sanctions. A 2014 growth rate of 7.8 per-
cent (forecasted to rise to 8.3 percent in 
2015) has been achieved on the back of 
trade liberalization, a focus on  he private 
sector and increasing access to finance.

Strong performance in telecommunica-
tions and manufacturing contributed to a 
December 2014 foreign direct investment 
figure of USD6.2 billion, with many regional 
and international institutions lining up to 

establish operations in one of the world’s 
fastest growing economies. Myanmar is 
strategically well-located between China 
and India, making it a natural trading hub 
as well as a key supplier of minerals, natu-
ral gas and agricultural produce.

Sustained growth is dependent on con-
tinued reforms, improved infrastructure 
and a cooling down of damaging ethnic 
conflicts.

Adjusting to the New 
Power Balance in 
Southeast Asia

Given its abundant energy and raw 
materials reserves, vital sea lanes, huge 
manufacturing facilities and vast eco-
nomic potential, Southeast Asia is a 
region in which all the world’s major 
powers feel they have a stake. After a 
period of relative peace and stability fol-
lowing the Vietnam War, tensions have 
once more risen, with a newly powerful 
China joining the US and Japan in assert-
ing its interests, and, to a lesser extent, 
India and South Korea.

The South China Sea is a potential flash-
point, with competing territorial claims 
from China, Vietnam, the Philippines, 
Malaysia and Brunei. China has occupied 
some parts of the Spratly Islands, with 
the apparent aim of building military fa-
cilities, which could alter the balance of 
power in the area. 

Concerned about such developments, 
the US is increasing its deployment of 
forces in the region. Japan is equally keen 
to preserve its access to vital resources 
and protect its significant investments in 
Southeast Asia, and has sympathized with 
Vietnam and the Philippines in the latt er’s 
disputes with China. Although such devel-
opments give cause for concern, China and 
the ASEAN countries recognize the need for 
a secure South China Sea, and are making 
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some, albeit slow, progress at coopera-
tion. It could also be argued that a healthy 
balance of multiple forces acts as a check 
against any aggression by any one country. 
In addition, all the nations in the area see 
each other as trading partners; a depen-
dency that should, hopefully, powers feel 
they have a stake. After a period of relative 
peace and stability following the Vietnam 
War, tensions have once more arisen, with 
a newlypowerful China joining the US and 
Japan in asserting its interests, and, to a 
lesser extent, India and South Korea. 

Although such developments give 
cause for concern, China and the ASEAN 
countries recognize the need for a secure 
South China Sea, and are making some, 
albeit slow, progress at cooperation. It 
could also be argued that a healthy bal-
ance of multiple forces acts as a check 
against any aggression by any one coun-
try. In addition, all the nations in the area 
see each other as trading partners; a de-
pendency that should, hopefully, pre-
vent any dangerous escalation of claims.

Overcoming Political and 
Financial Uncertainty

At a national level, certain members 
of ASEAN have an inherent volatility 
that could undermine their participa-
tion in the bloc. After almost 10 years 
of political turbulence, including two 
military coups, and violent protests, 
Thailand must hope that a new con-
stitution and 2016 elections can return 
some stability. 

Myanmar is also looking forward to a 
smooth election in late 2015 to cement 
the transfer of power from the army to a 
popularly elected government. Ceasefires 
and formal peace talks to end decades 

of insurgencies involving ethnic minori-
ties are also gaining momentum. Another 
country moving towards a 2016 presiden-
tial election is the Philippines, with some 
uncertainty over a new incumbent’s abil-
ity to drive forward further economic 
reforms, improve the economy’s compet-
itiveness, and finally resolve a major in-
surgency in the south of the country.

 
The region’s financial stability is also 

vulnerable to a rising US dollar and ex-
pected interest rate hike in the US, which 
puts pressure on currencies and domes-
tic inte rest rates, and could lead to a 
tightening of liquidity and capital outfl 
ows. This development is worrying, giv-
en the increased debt taken on by many 
businesses and individuals across ASEAN, 
and the current account deficits held by 
countries such as Indonesia.

 
However, the competent fiscal record of 

most ASEAN central banks and policyma-
kers, who have maintained low inflation and 
limited deficits, gives cause for confidence 
in riding any financial storm. Exchange rates 
are managed fairly soundly and less suscep-
tible to speculative pressures, while most 
nations have built up a reasonable buff er 
of foreign exchange reserves. Banking sys-
tems are also bett er capitalized and rigor-
ously supervised. Infrastructure remains a 
big priority, and there are signs that many 
ASEAN economies are reversing a long pe-
riod of under-investment. Nevertheless, 
the Asian Development Bank estimates the 
region’s infrastructure needs at USD60 bil-
lion a year from 2010-2020, which is a signifi-
cant commitment.

ASEAN integration is essentially a mara-
thon, not a sprint, and, like the European 
Union, will take decades to evolve. 
However, the speed of economic progress 
in this fascinating, diverse region has been 
nothing short of breathtaking, and this 
pace, energy and resolve should give inves-
tors confidence that the many, formidable 
challenges can be overcome, to produce 
an important player on the global stage.

The South China Sea is a potential 

flashpoint, with competing  territorial 

claims from China, Vietnam, the 

Philippines, Malaysia and Brunei.
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RUSSIA — ASEAN
ECONOMIC COOPERATION

The article examines trends in economic cooperation between Russia and the 
ASEAN countries during the period from 2008 to 2014. For a range of  indicators 
and countries, for which the data is available, the analysis of  the fi rst half  of  2015 
is presented. All data on volumes of  trade and investment are in US dollars. The 
authors are grateful to the Department of  Asia, Africa and Latin America of  the 
Russian Ministry of  Economic Development for the statistics.

The volume of  economic cooperation between Russia and the ASEAN coun-
tries is steadily growing. In 2009  -– 2014 the trade turnover increased more than 2.5 
times — from USD8.2 to USD21.5 billion. In 2014, Russian export to the ASEAN 
countries increased by almost 50% to USD12.7 billion, while import increased by 
only 2.2% to USD8.8 billion (total Russian export and import in 2014 decreased by 
3.8% and 8.9% respectively). In 2007-2013, Russia was the ASEAN partner with the 
most rapidly growing trade – on average by 24% per year. During this period the to-
tal trade growth of  the ASEAN countries amounted to 8.7%, with China, Korea and 
India – 14%, 13.4% and 13% respectively.1 However, despite the growth the volume 
of  Russia-ASEAN economic cooperation remains at the low level. The share of  the 
ten ASEAN countries in Russian foreign trade amounted to only 2.7% in 2014, and 
Russia’s share in their total trade turnover does not exceed one percent (0.9%).2

Trade by Countries
The level of  bilateral economic cooperation between Russia and ASEAN sub-

stantially differs from country to country. Russia’s key trade partners in ASEAN are 
Vietnam, Singapore, Malaysia, Indonesia and Thailand. These fi ve countries account for 
more than 90% of  the total Russia-ASEAN trade in 2008-2014. Vietnam and Singapore 
are the major foreign trade partners, each with almost USD20 billion over seven years. 
A substantial increase in trade with Singapore is observed: from USD2.4 billion in 2013 
to USD6.2 billion in 2014 due to a threefold increase of  mineral resources supplies 
1 Table V.13. Rate of Growth of ASEAN Trade by Trading Partner, 2007-2013. ASEAN Statistical Yearbook 2014. 
htt p://www.asean.org/images/2015/July/ASEAN-Yearbook/July%202015%20-%20ASEAN%20Statistical%20

Yearbook%202014.pdf (accessed 9 October 2015)
2 Table 19. ASEAN trade by selected partner country/region, 2014/p as of 17 June 2015. ASEAN Statistics. 
htt p://www.asean.org/images/2015/July/external_trade_statistic/table19_asof17June15.pdf (accessed 9 October 2015)
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from Russia. Trade with Vietnam slightly decreased in 2014 (by 5.7%) to USD3.7 billion. 
The volume of  trade with Malaysia and Thailand showed steady growth and reached 
almost USD4 and USD3.3 billion respectively. Trade relations with the Philippines is 
modest, although it has considerably grown in recent years, reaching a peak of  USD1.8 
billion in 2013 and declining slightly to USD1.4 billion in 2014.

Russia’s economic relations with Myanmar, Cambodia and Laos are very low: the 
total trade with them for the last seven years has not exceeded USD1 billion. Trade 
relations with Brunei are almost negligible – the average annual turnover amounts 
to some tens of  thousands of  dollars, although in the fi rst half  of  2015 it reached 
USD126 thousand.

In 2014 Russian trade balance surplus was registered with six ASEAN countries: 
Singapore (USD4.9 billion), the Philippines (USD681 million), Malaysia (USD379 
million), Laos (USD35.7 million), Myanmar (USD10.6 million) and Brunei (USD23 
thousand), and the defi cit was registered with four countries: Cambodia (USD125.1 
million), Thailand (USD476.8 million), Indonesia (USD729.3 million) and Vietnam 
(USD844.1 million).

Currently, trade in services between Russia and ASEAN countries stands at a 
low level, although it is developing in such areas as tourism, transport, education, 
research and development. The total volume of  trade in services between Russia and 
ASEAN countries was estimated at USD3.6 billion in 2012, USD4.7 billion in 2013, 
and USD4.6 billion in 2014. Tourism accounts for over a third of  trade in services 
between Russia and ASEAN. Thailand and Vietnam are the major partners with 
more than USD2.5 billion and USD1 billion in 2014 respectively.

Essential reduction of  the volume of  trade in services with these countries in 2014 
was mainly due to the rouble depreciation. Steady negative balance of  trade in services with 
Vietnam, Thailand and Malaysia is observed. The situation with Singapore is the opposite: 
Russian exports of  services exceed imports. The surplus with Brunei, that had been con-
stantly registered at least since 2010, turned into defi cit in 2014. According to the Russian 
Ministry of  Economic Development data trade in services between Russia and Cambodia 
is not developing. Information on trade in services with Myanmar is not available.

Trade Structure
According to the data for 2014 the structure of  export from Russia to the 

ASEAN countries is quite similar and is not diversifi ed: fuel and energy, metallurgy 
and chemical industry prevail. Import from ASEAN to Russia consists mainly of  
textiles, foodstuff  and agricultural commodities, consumer electronics, and in some 
cases, machines and equipment.
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In 2014, mineral fuel, oil and products of  its distillation remained Russia’s 

main export goods to ASEAN. They prevailed in trade with Singapore (98.2%), the 
Philippines (94.3%), Malaysia (84%), Thailand (71%), Indonesia (58.7%). The share 
of  chemical and metallurgical industries production is also signifi cant.

According to the ASEAN Secretariat 89% of  Russia’s exports to the ASEAN 
countries accounted for fi ve main groups of  goods in 2013: mineral fuel and oil 
(66.3%), ferrous metals (11.6%), fertilizers (5.2%), aircraft and spacecraft (4%), nick-
el and articles made of  nickel (2.2%).3

Russia’s export is most diversifi ed with Vietnam (machines, equipment and ve-
hicles — 65%, mineral products — 10.2%, chemical products — 8.5%), Cambodia 
(food and agricultural raw materials — 54.2%, mineral products — 24.3 %, chemical 
products — 11.3%, machines, equipment and vehicles — 7.6%), Laos (food and 
agricultural raw materials — 56%, machines, equipment and vehicles — 15.5%) and 
Myanmar (machines, equipment and vehicles — 61%, metals and articles thereof  — 
15%, chemical products — 9 6%, wood and pulp and paper products — 4.6%).

Russia imports from ASEAN countries machines, equipment and vehicles4 
(Philippines — 71.9%5 of  total Russian import, Singapore — 71.3%, Thailand — 
61.5%, Malaysia — 58.4%, Vietnam — 48%), food and agricultural commodities 
(Indonesia — 47%, Vietnam — 18%, Myanmar — 76.5%) and textiles (Cambodia — 
91.7%, Laos — 90%, Vietnam — 26.7%, Myanmar — 22.8%, Indonesia — 17.3%). 
According to the ASEAN Secretariat, 58% of  Russia’s import from ASEAN countries 
is accounted for fi ve main groups of  goods in 2013: electrical equipment, including 
equipment for recording and reproducing television image and sound (27.6%); nu-
clear reactors equipment (10.1%); animal and vegetable fats and oils (9.4%); non-rail-
way vehicles (6.7%); rubber and articles thereof  (4%). 

Factors that hinder the development of  trade cooperation between Russia and 
ASEAN countries include high administrative barriers for the market entry, low level 
of  Russian exports diversifi cation, a limited range of  Russian goods and services 
exports which are in high demand in the ASEAN countries. Increasing competition 
in the Asia-Pacifi c region and the development of  cooperation between ASEAN and 
other countries in the region also plays its role: for example, China’s share in ASEAN 
trade turnover increased from 10% in 2006 to 14% in 2013, and the share of  Korea 
— from 4% to 5.4% in the same period.

3 Table V.46. Ten Major Import Commodities of ASEAN from Russia by 2-digit HS Code, 2012-2013. ASEAN Statis-
tical Yearbook 2014. htt p://www.asean.org/images/2015/July/ASEAN-Yearbook/July%202015%20-%20ASEAN%20

Statistical%20Yearbook%202014.pdf (accessed 9 October 2015)
4 The Russian Ministry of Economic Development combines within this category the goods with HS codes 84-
90: equipment for nuclear reactors; electrical equipment, including equipment for recording and playback of 
television image and sound; a variety of vehicles; optical, photographic, cinematographic, measurement and 
medical instruments.
5 Data for January  – July 2015
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Investment

Investment cooperation between Russia and ASEAN is limited, though positive 
dynamics is observed: Russia received USD7 million from ASEAN countries in 2008 
and USD570 million in 2012. According to the Russian Central Bank, the volume of 
direct investments received from ASEAN in 2014 was USD127 million. It is a positive 
tendency as 2013 was characterized by the outfl ows (negative net investment) in the 
amount of USD524 million. Dynamics of investments from Russia to the ASEAN 
countries has been positive in the period since 2008 (USD81.3 million), reaching USD542 
million in 2013. In 2014 there was a outfl ow of capital in the amount of USD28.4 million. 
Thus, the share of investments from Russia to ASEAN is extremely low: 0.46% in 2013.

Russia’s major investment partners in ASEAN are Singapore and Thailand. 
The volume of investments from Russia to Singapore amounted to USD817 million 
in 2014, which is more than 2.5-fold higher than in 2013 (USD304 million). The 
highest point during the period analysed was reached in 2012 — USD1.3 billion. 
USD162 million was invested in Russia from Singapore in 2014, while in 2013 there 
was a net capital outfl ow amounting to USD502 million. In 2014, Thailand received 
USD163 million of Russian investments (in 2013 — USD132 million). There was no 
investments from Thailand in 2014, during the period from 2009 to 2013 investment 
fl ows were modest — a few tens of USD millions.

There is practically no investment from Laos, Indonesia, the Philippines and 
Brunei (volume of investments in Russia was USD154.9 thousand in 2013). Small 
amounts of capital are coming from Cambodia (USD2.3 million in 2013).

Institutions of Russia and ASEAN Сountries 
Bilateral Economic Cooperation

In the bilateral economic relations with ASEAN countries, Russia relies on tradi-
tional mechanisms and instruments: trade missions, intergovernmental commissions and 
business councils.

Russian trade missions work in Vietnam, Indonesia, Malaysia and Thailand. At 
the end of  2014 the decisions on establishing a trade mission in Myanmar and resum-
ing the work of  trade mission in Singapore were made.

Intergovernmental Commissions (IGC) are established with all ASEAN coun-
tries, except Brunei, Malaysia and the Philippines. IGC with Singapore and Vietnam 
are headed from the Russian side by the First Deputy Prime Minister, with Indonesia 
and Thailand — by the Minister of  Industry and Trade, with Cambodia and Laos — 
by the Minister of  Communications and Mass Media and with Myanmar — by the 
Minister of  Economic Development.

Business councils which bring together relevant representatives of the busi-
ness community, are established with the majority of the ASEAN countries, except 
Brunei, Cambodia, Laos and Myanmar.
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Russian trade with 
ASEAN countries, USD million

2008 2009 2010 2011 2012 2013 2014

Singapore 1645,1 2019,6 2340,3 2636,1 2004 2438,4 6156,4
Thailand 2729,5 1373,5 2906,5 4117,3 3381,8 3357,3 3986,8
Vietnam 1437,6 1559,9 2445,1 3061,0 3663,6 3973,0 3748,4
Malaysia 2442,6 1634,0 1711,5 1935 1747,2 2685,6 3296,9

Indonesia 1409,7 974,4 1912,3 2166,6 2884 2959,3 2567,2

Philippines 414,6 573,0 1067,5 1643,2 1647,4 1778,4 1437,9

Cambodia 34,1 38,4 39,5 73,5 94,7 133,2 132,7

Myanmar 38,1 54,1 113,9 533,9 166 113,9 83,1
Lao PDR 68,5 114,5 8,7 46,6 11,3 38,9 39,2
Brunei Darussalam  (thousand USD) - - 42,0 432,0 33,0 3,9 30,2

Russian direct investments 
into ASEAN countries, USD million

2008 2009 2010 2011 2012 2013 2014

Singapore - 0 18 155 1262 304 817
Thailand  24  15 31 56 79 132 163
Vietnam - 41 173 91 99 16 55
Indonesia - - - 2,8 1,7 2,8 5,3
Lao PDR -  1  3  5 - - -
Philippines - - -  4 - - -
Malaysia - 3,2 - - - - -
Cambodia - - - - - 1,1 -
Brunei Darussalam - - - - - - -
Myanmar - - - - - - -

Russia — ASEAN Economies Bilateral 
Economic Cooperation in Numbers
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KEY APR ECONOMIC AND 
BUSINESS FORUMS
AND OTHER EVENTS 
ANNOUNCEMENTS 
(FIRST HALF OF 2016)
Elizaveta SAFONKINA, Expert, National Coordination Center for Developing Economic Cooperation with the 
Countries of Asia-Pacifi c Region, Researcher, International Organizations Research Institute, National Research 
University Higher School of Economics

Asian Financial Forum 2016 (AFF),
Hong Kong, China,  January 18 – 19, 2016

The AFF brings together some of the most infl uential members of the global fi nancial and 
business community to discuss developments and trends in the dyna mic markets of Asia. The AFF 
is held since 2007 and more than 1,000 companies took part in the event over the years, including 
investment project owners, private equity fi rms, investors, high net-worth individuals and senior 
professionals from intermediaries and professional services providers.

The programme of the event includes plenary and panel sessions on global and Asian develop-
ment, investment, workshops on RMB business, asset and wealth management, private investment, 
Chinese outbound investment, the Belt and Road Initiative, China’s fi nancial liberalization, ASEAN 
development, technology and fi nance, etc. 

AFF Deal Flow Matchmaking Session is also scheduled within the forum. One-to-one meet-
ings will be arranged enabling participants to meet with potential business partners from around 
the world, based on their shared areas of interest.

Professionals from fi nancial institutions, corporate heads, CFOs and senior executives, in-
vestors and high net-worth individuals, fi nancial intermediaries and professional services provid-
ers, project owners seeking investment partners, regulators and government representatives as well 
as thought leaders and think tank analysts are invited to attend the event. 

Offi cial web-site: http://www.asianfi nancialforum.com/en/index.htm 
Registration form: http://qps.ru/3J1CR

Annual Russian Business Week 
Moscow, March 21 – 25, 2016 

Russian Business Week is one of the Russian Union of Industrialists and Entrepreneurs 
(RSPP) key events organized annually since 2008. Usually the Russian Business Week focuses on 
discussing and elaborating proposals on issues presenting primary importance for state – business 
engagement. The participants include the representatives of Russian business and governmental 
authorities as well as international companies. 
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Tax, fi nance, social, international conferences, as well as conferences on administrative barri-

ers and means of control and supervision, technical regulation, ecological and industrial safety are 
planned to be held within the Russian Business Week 2016. All-Russian Self-Regulatory Organizations 
Forum will be also held within the Week.

Russian Business Week invites all interested companies to contribute to B2B and B2G dia-
logues on the current agenda. 

Russian Business Week offi cial web-site: http://nrb-rspp.ru/

St. Petersburg International Economic Forum (SPIEF) 
June 16  – 18, 2016 

Since its establishment in 1997 the forum has become one of the largest international dis-
cussion platforms in Russia on key global economic and fi nancial issues. Today the SPIEF is an 
established brand in the international political and economic community. Alongside with open 
dialogues between governmental and business representatives, the forum provides opportuni-
ties for networking, building business partnerships and signing agreements. For example, 205 
prominent agreements were concluded within the forum in 2015. 

The President of the Russian Federation attends the forum every year. The President’s 
address at the plenary session and meetings with the Russian and foreign business leaders have 
become a distinguishing feature of the SPIEF. 

Year by year the number of participants and high-level speakers to the forum is increasing 
(10 000 persons visited the forum, a number of senior speakers was more than 600 in 2015). 

The SPIEF programme covers the key issues of primary interest to business community. 
Alongside with the plenary and panel sessions bilateral business roundtables as well as business 
events of the most important international institutions are organized. For example, B20 summit 
was held in 2013 and the B20 Regional Consultation Forum was held within the SPIEF in 2015. 

SPIEF 2016 invites business representatives of Russia and countries all around the world 
to contribute to its activities.

More information on the forum is available at the offi cial web-site: 
http://forumspb.com/en/

 

15th Asia-Europe Business Forum (AEBF15)
July 13 – 14, 2016 on the sidelines of the Asia — Europe Meeting 
(ASEM), Ulaanbaatar, Mongolia.

AEBF will bring together the business leaders from Asia and Europe to network and ex-
change views on economic and investment relations and discuss the existing challenges and best 
ways to address them. The event also provides an opportunity for businesses to engage with polit-
ical leaders from Europe and Asia. 

In 2014 in the AEBF attracted more than 600 high-level business representatives and CEOs 
from Europe and Asia.

For more information please visit the ASEM offi cial web-site: 
http://www.aseminfoboard.org/events/15th-asia-europe-business-forum-aebf15 






