3 MEETING
OF THE “ECONOMY AND SOCIETY"WORKING GROUP
FORUM FOR EAST ASIA-LATIN AMERICA COOPERATION (FERAC)
FINAL REPORT

The 3! “Economy and Society” Working Group (WG) meetirfglte Forum for East
Asia-Latin American Cooperation (FEALAC),was hetdrh November 23rd to
November 25th,2004, in Buenos Aires.

The discussion were moderated by the cochairseoGtioup, Ambassador Felipe
Frydman for Argentina and Ambassador Akio Hosorralgpan. This final report of
the meeting will be submitted to the next FEALAM®Be Officials Meeting to be
held in Seoul, Republic of Korea later in 2005.

There was a consensus regarding the need to mawartbthe activity of the WG
into a new phase to take concrete actions, buildmthe basis that have been
established in the previous two meetings of the WG.

The WG meeting was comprised of three main themddige sessions,each of them
devoted to a specific subject, on which guidelwese sent in advance by the host
coordinator country to all the delegations. Invitedegations offered an introductory
presentation of the subject at the beginning oheassion, followed by a general
discussion.

The present report includes the topics that haea blescussed during the meeting.

ITEM 1. Strengthening of business exchanges. Bitigsiof creating a FEALAC
Business Council or Forum.

The main point of this issue subject, was the asglgf the possibility of creating a
council of Forum as a way for generation a suitéifalsmework for appropriate
business environment in both regions. This issgedean recurrently taken up in the
FEALAC.

At the FMM Il Manila, the Ministers considered tastablishment of a FEALAC
Business Council (FBC), as an important mean emgthen partnership between the
two regions. Based on this guideline, it was memthat expected outcomes of the
FBC were the creation of venus for dialogue angeoation among FEALAC
member countries entrepreneurs and the excharnigébaohation related to trade and
investment facilitation, among others.

Two countries made introductory speeches, ColombthKorea, and a power point
presentation was exhibited by the latter to theeanwk.

Colombia made a presentation, explaining their stgp the organization of a
Business Council, as a way to enhance businesstapfiges. The Korean delegation
went into details on the structure of the new oizmtion, that was placed on the moto
“A new locomotive of Cooperation between East Amia Latin America”, Proposing
as well the establishment of the FBC which couldordy invigorate the development
of FEALAC, but also enhance the cooperation betwbernwo regions. The FBC is



supposed to keep close contact with FEALAC FMM, $i@&M and the “Economy &
Society” WG and meet annually.

Most member countries supported the proposal. Otmphasized the need to
advances in a step by step process, in order o dwareness and gain support from
the business community of each member country #isa&o avoid excessive costs
to members countries and eventual overlapping swttilar bodies already existing,
although a need for permanent relationship betvbedim regions entrepreneurs was
unanimously recognized

It was also pointed out that the creation of th€FBhould be discussed and approved
by the SOM and the FMM, after which the FBC coutddined by those countries
willing to do so. The WG agreed that FEALAC membeuntries continue to develop
the idea for the establishment of the FBC, reflecthe suggestions and comments
made at the meeting.

As the discussion went on, suggestions were magetaote business encounters
between the two regions, as for instance, the pitissiof holding a business
encounter as well as a public- private sector diao on the occasion of the SOM VI
meeting in the Republic of Korea in the second bAZ005.

During the afternoon session of the first day &f teetings, attending delegations
listened to businessmen from several member cesnenterprises, who expressed
their views on the subject on their own capacityvds mentioned that trade between
countries of both regions remains relatively weaét has the potential to increase in
the future. It was said that an increase of pelsamaacts between the private sectors
of the FEALAC countries was needed to improve trae investment between both
regions, and setting up the FBC, or a similar meidm would play a significant role
to that end.

It was also mentioned that some landlock countnidsatin America lack enough
industrial infrastructure to get the most of newnooercial opportunities in Asia, It is
well known that those countries have a large amofinatural resources at their
disposal, meaning that good opportunities stilsefar investment.

Item Il. Promotion of development and exchange betwsmall and medium sized
enterprises (SMESs).

A power point presentation was delivered by Dr. 8l@ntis on the study about
“Enterpreneurships in emerging economies in Latinefica and East Asia”, financed
by the “Japanese Trust Fund for Consultancy SesViaed the “Japan Program” of
IDB. On this work, it was argued that interestinfjedlences between SMEs and
promotion agencies in East Asia, and their couasgn Latin America stay in
place,indicating that the first ones developedayeropriate structure and enjoy an
adequate environment for business, although bgfilome have something to learn
from each other.

Subterm 1. Export Promotion. The exchange of opjpaties.



It was recognized that comprising about 90% offadlexisting enterprises in both EA
and LA regions, SMEs play a crucial role in drivitng economic growth, as well as
being an important source of employment. An Asiaantry member
(Thailand),offered to host by the end of 2005, misar dedicated exclusively to the
SMEs situation, opened to all FEALAC member cowstri

On the second day of the WG meetings, the Workirgu listened to the Peruvian
and Malaysian presentations, the latter on powsat pormat, on the promotion of
SMEs.

Peru’s presentation informed that 32% of its tetglorts are sent to FEALAC
countries, of which 48% goes to Asian members &% ® the Latinamerican ones.
A point was made on the ability of SMEs to fight/pay.

The Malaysian presentation emphasized that the SMEstitutes a relevant key
sector of the regional business and industrial camity, the backbone of a country’s
industrial structure. A crucial question was rajdealv can the SMESs integrate into
the supply chain of larger companies, such as thiémational corporations, and at
the same time become part of the regional and bsalpply network.

In the general discussion which followed, delegaimformed that many difficulties
in the globalized economy, prevent a growing refehip among SMEs of both
regions. Among these, it was recalled that lontadises, language barriers, cultural
differences, still prevail.

Some countries found the opportunity to lecturehenregulations promoting SMEs
in their jurisdictions, sharing this experiencehniite rest, to consider specially
developing countries. Australia delivered a docuns¢ating in a detailed way,
Austrailian programmes on development and exchabegegeen SMEs and the
government role in helping them to gain accessteign markets.

During this session and after some discussiona# @onformed a ten countries
commission to write down a Proposal in order tdgathe different SMESs issues in
one document. Based on Manil’s Plan of Action glinges, this proposal on the
SMEs has been called “Competitiveness, best pesctad export promotion”. Each
member country followed the discussions aroundiifierent points of the proposal
attached to this Final Report.

Promotion of Small and Medium Enterprises has asN@en considered as an
important FEALAC cooperation item. During the dissions, it was mentioned that
the activities of SMEs were important for the eaomand social development of
each country, but they face diverse challengesargtobalization.

As a first step of cooperation in this field withiime framework of the FEALAC, it
was stressed the convenience to identify SMEs ¢xpomotion agencies or relevant
institutions and their training programmes on Infation and Communication
Technologies, in each of the member countries.

The document presented is a good basis to promatetave interaction and
cooperation between concerning official agencigstefrested member countries, by
sharing information to build up a common workingada and proposals concerned.



These qualified Agencies, will be able to agreejpecific promotion and
development actions.

This initiative was considered a turning pointhie FEALAC WG activities. From
this point on, the WG should work on concrete ptgevith the potentiality to reach
country members’ domestic markets with a sensibteositive impact.

In this context, the following proposals on the S port promotion agencies
including training programs were presented by sdeiegations.

- “Invitation Program for Young Leaders of the FEAC member

countires, SMEs promotion and IT”(Japan).

- “Workshops on Economic Reform and Developmer@hina’(China).

- International training programs(Korea).

- Small and Medium Enterprises, “CompetitivenesstBPractices and Export
Promotion”(10 delegations).

Subitem 2. Training as a tool to optimize the olEEMEs.

Singapore presented the comments on this subitatmgsthat due to the small size
of its economy, a great deal of concern is devtadtelp SMEs in their endeavours
for growth and adaptation, bearing in mind thatahs resource they count with, is
the human one.

Japan told the Working Group, that the fourth yoBBBALAC leaders Symposium to
take place in early 2005 will be devoted to SMEd HZIT development in both
regions. Republic of Korea also informed that il wivite members of FEALAC to
explain the mechanisms used in Korea in helping SMHina took the opportunity
to explain about two training programmes for FEALA&ticipation on Economic
Reform and Development that will be organized m lear future.

Some delegations explain the strategies used indbentries, for the purpose of
improving the capabilities of SMEs, specially uslGg .

Item lll. Use of information and communicationsteology (ICT) in the promotion
of business exchange.

Subitem 1. Design and installation in the MinistfyForeign Affairs web site of each
country of a chosen number of official links witiformation provided by the
members.

During the meeting, it was recognized that in neall FEALAC member countries
there are SMEs promotion agencies, many of theim websites.

It was suggested that FEALAC member countries shgive their support to the
project of including in the concerned web pagesséhinks that would be most
relevant to users, including those oriented toSNEES. These would ideally be
companies interested in either establishing aiosship with their counterparts in
other regions, or having access to useful inforomeéind database.



Websites will be used to announce actions plarealo one of the network
promotion agencies that are related to other FEAlA€nber countries. This will be
done in order to institutionalize the relationshgiween all agencies in charge of
SMEs and/or business promotion for the purposens$alidating ideas discussed at
general meetings.

FEALAC member countries will facilitate cooperationsharing technical expertise
and capabilities that will help to carry out thi®ject. The development of e-learning,
e-business and similar platforms should be propmnblyzed.

Support was heard on the proposal that Foreigniraffdinistries provide in their
web pages a FEALAC link connecting the correspohdesas of Government of
other member countries, supplied with specific infation envisaged as appropriate
for the “E&S” W.G.purposes.

Also there were expressions on the conveniencawhg in the long run, a unified
portal for the FEALAC, covering the three WGs, &tALAC as a whole.

Subitem 2. Promotion of the information and commaton technology(ICT) in the
private sector, particularly in developing courdrievith a view to increasing trade
relations and inter-company relationships betweeAlFAC member countries.

At this stage, the WG took the time to watch a popaent presentation produced by a
ECLAC research team headed by Dr. Eduardo Rodrigweelziguez, on the
“Comparative Study on East Asian Latin Americanrdustries”, financed by the
Japan Fund of UNDP.

It was generally admitted that there is a long veago in the use of ICT by the
private sectors in developing countries, both ind#d EA regions.

Other Business

Chilean delegation presented the proposal of thglé@n Alliance for the
International Trade of FOCO”.

There were comments about the benefits of havifigrdnt speed approaches, for
members willing to incorporate themselves in cartabjects.

It was mentioned that a door remains open for idd& industrialized countries
within FEALAC, to organize seminars and symposiavalt as technical training
programmes, aimed at young entrepreneurs and paffiicals of member states. It
was welcomed that a number of events are alreaidg Iptanned for 2005.

CONCLUSIONS
It was also mentioned that work on the busineasnfioor council, should start among
those countries that feel ready and that the saatierp should be followed with the

SMESs proposal.

Buenos Aires, may 2005.



