CHAIRMAN’S REPORT TO SOM ON THE

APEC ECONOMIC COMMITTEE MEETING

MANILA, PHILIPPINES, 9-10 FEBRUARY 1996

The APEC Economic Committee (EC) held its first meeting in the 1996 cycle from 9-10 February 1996 in Manila, Republic of the Philippines.  The meeting was chaired by Canada and attended by Australia, Brunei Darussalam, Canada, Chile, the People’s Republic of China, Hong Kong, Indonesia, Japan, the Republic of Korea, Malaysia, Mexico, New Zealand, Papua New Guinea, the Republic of the Philippines, Singapore, Chinese Taipei, Thailand and the United States of America.  Representatives of the APEC Secretariat and observers from the Pacific Economic Cooperation Council (PECC) also attended.


The Committee reviewed its mid-and long-term action program, and established that since the last meeting of the EC in Tokyo in October 1995, significant progress had been made in the projects being undertaken on both the Economic and Technical Cooperation side and on Trade and Investment Liberalisation issues.  The Committee also discussed the new responsibilities which the SOM had mandated to the EC, namely the Annual Report on APEC Economic and Technical Cooperation and contributing to the Information and Analysis Gathering objective in Part I of the Osaka Action Agenda.  The Committee established the necessary procedures to initiate and advance work in these new areas.

1.
Adoption of Agenda


The Committee adopted without amendment the agenda proposed by the Chair.

2.
Outcome of SOM I - Implications for the Committee’s 1996 Activities


The Chair reviewed the discussion in the SOM on the paper prepared by Canada on Facilitating Part II of the Osaka Action Agenda.  The SOM had concluded that the EC should be tasked to prepare a report on Economic and Technical Cooperation in APEC for submission to SOM IV in October 1996 as a pilot project.  At its first meeting in 1997, the SOM would be reviewing the role of the EC, and in that context it would decide if the Economic and Technical Cooperation Report should be prepared by the EC on an annual basis.  The Chair noted that the SOM did not want the EC to assume a managerial role in implementing Part II of the Action Agenda, but rather that it should contribute to the work of APEC by providing an integrated, policy-oriented assessment of the work being undertaken in APEC bodies, and other international fora, in the area of economic and technical cooperation.


The Committee agreed that the 1996 Report should focus on selected cross-cutting issues and assess the work being undertaken on these issues, rather than seeking to cover more superficially all aspects of the economic and technical cooperation agenda.  It was agreed that a Task Force of interested delegates would be established to select the issues to be studied and guide the preparation of the Report.  The Report, under the direction of the EC Chair, would draw upon existing work, including work by the Asian Development Bank, the Inter-American Development Bank, PECC and other multilateral institutions, as well as relevant APEC fora.  The initial draft of the Report would be prepared by the APEC Secretariat.  The Chair would write to all EC contacts advising them in more detail of the proposed contents and structure of the Report.


The Chair reported that SOM had decided that the EC should be responsible, in consultation with the CTI, for the Information Gathering and Analysis objective in Part I of the Osaka Action Agenda.  The EC’s work program was already directly relevant to some of the Collective Actions to be undertaken, but it would be necessary to review the requirements for the EC after the CTI had established its work program in this area.


The third new responsibility which might come to the EC related to the proposals by Japan and Australia for dealing with Food, Energy, Environment and Population issues.  Some of the integrating work might fall to the EC, but this had not been confirmed.  The SOM had requested that more work be undertaken by Japan and Australia to develop the proposals prior to SOM II.

3.
Recent Economic Trends and Developments


All delegations provided brief updates of recent macro-economic developments in their respective economies, in many cases tabling accompanying papers.  The picture that emerged from this review was consistent with the projections in the 1995 APEC Economic Outlook, which anticipated a "soft landing" with the pace of expansion decelerating to a sustainable growth path with low to moderate inflation in the developed economies and sustained high rates of growth in the developing economies with inflationary pressures evident in some economies but broadly under control.  The Committee welcomed the report that Japan was resuming recovery, offsetting the continued moderation of growth expected in some other developed economies, and the report from Mexico that a return to growth and considerable progress on moderating inflation was anticipated for 1996.

The Mid - and Long-term Action Program

4.
Economic and Technical Cooperation Projects

4.1
1996 Medium-Term Outlook for the Region



The Chair, on behalf of the Committee thanked Japan for its efforts in successfully producing the 1995 APEC Economic Outlook.  The Outlook contained very useful data analysis and commentary which had contributed substantially to enhancing the EC’s credentials as a body which could undertake significant analytical work.  The Chair announced that the United States had agreed to coordinate the 1996 Outlook and that Korea had offered to coordinate the 1997 Outlook.



The United States tabled a paper canvassing the format, possible themes and procedural issues for the 1996 Outlook.  It was agreed that the first section would comprise a standardised review of each economy, with historical data sourced from the IMF.  Contributions would be requested from member economies, with the aim of having 1995/96 data based on actual results and 1997 forecast figures.  The second section would be a medium-term outlook for the region.  Delegates strongly supported the proposal that the theme of the final structural chapter should be the role of economic and technical cooperation in promoting growth.  It was thought that there would be valuable synergies between this chapter and the Report on Economic and Technical Cooperation to be prepared by the EC in 1996.



The Committee agreed to establish a Task Force, led by the USA, to oversee preparation of the 1996 Outlook.  The United States undertook to work closely with Japan as the preceding economy responsible for the Outlook and Korea as the coordinating economy in 1997, to ensure continuity and lay the basis for the longer-term development of the annual Outlook.


4.2
Infrastructure



Indonesia tabled an issues paper “APEC Cooperation in Infrastructure” which addresses the APEC Action Agenda for economic infrastructure.  The paper proposes a process to identify the analytical work required on infrastructure development issues, and suggests that the EC should prepare overall recommendations on aspects of good practice in public-business/private sector partnerships.  Both the analytical work program and the guide to good practice would be developed through two workshops involving the public and the business/private sectors.  The first workshop would be held in May and the second in July so that the results could be presented to the second meeting of the EC in August.  The United States announced that it strongly supported the objectives of the Indonesian proposal, and offered to work with Indonesia on this project, including co-sponsor the second workshop dealing with best practice issues, noting that an offer to host the workshop had been received from the Seattle - based National Center for APEC.



The Committee supported the Indonesian proposal, particularly commending the effort to focus on real experiences, although noting that the EC’s mandate required it to take an analytical approach and did not allow it to prescribe policy.  The Committee also noted that the proposed work on infrastructure had links to work underway in the Finance Ministers process, and recommended that the results of the EC’s work be fed into this process.  The Committee supported the proposal to publish the output from the second workshop in time for the Ministerial meeting in November, and noted that this information would also be made available on the Internet on the APEC Infrastructure Home Page.  It tasked the APEC Secretariat to prepare a contact list of delegates interested in infrastructure issues.


4.3
Sustainable Development


Canada reported on progress in implementing the survey on the use of Economic Instruments for Environmental Protection.  A draft survey and a brief background paper on economic instruments had been circulated to members of the Project Group for comments.  Canada reported that a revised version, taking into account comments from the Project Group would be ready in mid-May.  The report on the results of the survey is intended to be completed for submission to the EC at its first meeting in 1997. The possibility of publishing the report was discussed and the APEC Secretariat undertook to factor in a possible publication into the EC budget requirements for 1997.  Some economies noted that the survey was the first stage of a longer-term consideration of environmental issues in the region and that this work could be very helpful in addressing practical problems within APEC. On the substantive aspects of the survey, it was noted that resource pricing issues should not be excluded from the survey, since they are often central to environmental protection and an area where economic instruments can have maximum impact.


4.4
Intra-Regional Migration


Hong Kong reported on progress in developing the project on intra-regional migration, the main aim of which is to look for possible linkages between labour migration and patterns of trade and investment in the APEC region. The study is scheduled to start in April 1997 and last until March 1998.  To prepare for the study, Hong Kong has circulated to members a questionnaire on data availability and invited expressions of interest.  Responses to the questionnaire are required by March 1996.  It was suggested that Hong Kong seek to coordinate with the HRD Working Group's NEBM project, which is being led by Australia, on aspects of common interest. 


4.5
Information Society



Canada and Korea gave a presentation on their joint issues paper on the Information Society project.  The project will discuss the links between the state of development of the information society and overall economic progress within APEC member economies.  It was clarified that the study will only present the correlations, not attempt to derive causal links, between the state of development of the information society and the level of economic development.  The Committee noted that this analytic work would complement work underway in other APEC fora, including the Asia Pacific Information Infrastructure project of the Telecommunications Working Group.  It was indicated that a draft of the study would be submitted to the first EC meeting of the 1997 cycle.


4.6
Cost and Productivity Trends and Patterns of Specialisation in APEC


Hong Kong reported on the revised paper, prepared in consultation with Chile, which had already been circulated to member economies. The project will examine the possible links between trends in productivity and changes in the pattern of specialisation in trade among economies in the APEC region, and should be helpful to APEC’s work in the economic and technical cooperation fora and in the CTI.  Hong Kong would welcome further comments from members prior to the start of the project in mid-1996.

5.
Trade and Investment Liberalisation Projects

5.1
Impact of Trade Liberalisation



Singapore and Japan reported on progress in developing the study on the economic impact of the Manila Action Plan on trade liberalisation and facilitation in the APEC region.  A Computable General Equilibrium model will be the main tool to study the quantatative aspect Singapore will take the lead in building the model for the developing APEC economies, and Japan will take the lead for the industrialised economies. To ensure transparency, the model and parameter specifications will be made publicly available.  Measures which are not manageable within the CGE framework will be dealt with mainly by qualitative analysis but other means of quantitative analysis will also be employed wherever possible.  The target date for submission of the final report will be the 1997 Ministerial Meeting.



The Committee noted that the study would significantly assist the EC to review and analyse the impact of trade liberalisation in the Asia-Pacific region, as required by Section 15, Part I of the Osaka Action Agenda, dealing with Information Gathering and Analysis.  It was agreed that the Committee would establish a Task Force to assist in carrying out this project.  The Task Force would need to include both technical experts to participate in the modelling aspects of the study and also economic experts who would be in a position to evaluate the results of the study in a qualitative fashion and provide advice in respect of their individual economies.  The Chair will write to members asking for nominations for the Task Force, specifying the technical expertise required.



Canada reported on a complementary exercise which it is undertaking to quantify the benefits to member economies of its own post-Bogor liberalisation measures, and to assess the areas of trade where liberalisation would primarily benefit APEC partners.  Canada suggested that other member economies might wish to consider similar assessments to put together a comprehensive intra-APEC trade picture which could support development of liberalisation plans in a way that maximizes benefits for member economies.  Committee members expressed their interest in this proposal, although noting the sensitivities involved in any comparison of Individual Action Plans.  The Chair invited Canada to set out the methodology of the study and to circulate the details to member economies for their information.


5.2
Impact of Investment Rule-making and Liberalisation



Chinese Taipei reported on progress in the case-study approach to examining the impact of investment rule-making and liberalisation on the APEC region.  The study has yielded some preliminary results.  These include the review of Chinese Taipei’s investment policy, primary drafts of two case-studies (of the semiconductor and financial services industries), and the outline of the retailing industry case-study.  Four other member economies - Korea, the Philippines, Indonesia and tentatively, Singapore - will participate in this project and undertake similar studies.  In addition, several member economies expressed interest in contributing, and it was agreed that Chinese Taipei would contact interested delegates to ensure that there was sufficient comparability of approach to commence and to carry out the study.


5.3
Foreign Direct Investment



Canada reported that it was proceeding to update the data base on bilateral FDI flows amongst APEC member economies.  It was noted that the updating process would continue until such time as the Trade and Investment Data (TID) Working Group was in a position to take over the work using its data base on bilateral FDI flows in the APEC region.  Completion of this latter project relies on member economies putting in place IMF recommendations on consistent recording of FDI data and appropriate tracking systems. 


5.4
Sub-Regionalism’s Significance and Impact on APEC


Chinese Taipei reported on progress in its study of the impact of sub-regional trading arrangements in the APEC region.  The literature search had been undertaken and work on some chapters had commenced, but it would be necessary to wait for Individual Action Plans to be announced before an assessment of the future of sub-regionalism could be made.  The Committee noted the relevance to the project of the data on intra-regional trade and FDI in the 1995 APEC Economic Outlook.  It was suggested that work being undertaken by the Investment Experts Group was also relevant.The Chair requested that a revised draft of the paper be presented at the next EC plenary session in August 1996.  The project would form part of the EC’s contribution to Section 15, Part I of the Osaka Action Agenda.
6.
Other Projects

6.1
Discussion on revised paper “FDI and Market Framework Policies: Reducing Frictions in APEC Policies on Competition and Intellectual Property”



Canada tabled a revised version of its paper entitled "FDI and Market Framework Policies: Reducing Friction in APEC Policies on Competition and Intellectual Property".  The Chair referred to the concerns which had been expressed about this paper at the last EC meeting in Tokyo relating to factual errors and policy recommendations.  He had undertaken at that meeting to ensure that the factual errors were corrected and the policy recommendations excised.  These changes had been made and were reflected in the revised draft.  The Chair proposed that the paper be passed around within member economies one more time, and any comments should be provided to him by 31 March 1996.  He would also appreciate the advice of member economies as to whether or not the paper should be published as an EC document.
7.
Other Business

7.1
Secretariat report on matters affecting the Committee



The APEC Secretariat reported on the EC’s expenditure in 1995.  US$40,000 had been allocated for the publication and distribution of the 1995 APEC Economic Outlook and the publication on “Foreign Direct Investment and APEC Economic Integration”.  The Economic Outlook had run to a second edition, and when all the costs for the new edition were in, expenditure in 1995 would total approximately US$30,000 - well within budget.  An additional US$4,000 had been allocated to publish the Report of the Public-Business/Private Sector Dialogue on Infrastructure, and the final cost had been US$3,012.



The Secretariat advised that the EC had been allocated US$40,000 in 1996 for the Economic Outlook and another publication of the EC’s choice on a structural issue.  Based on last year’s expenditure, this amount would be sufficient for these purposes, but the SOM’s request to the EC to undertake the annual report on Economic and Technical Cooperation in 1996 and the new requirement to undertake work on Information Gathering and Analysis may mean that the EC would need to seek additional funding from the BAC.



The Secretariat informed the Committee of the new conference facilities available at the Secretariat in Singapore, and invited delegates to consider using these facilities for Task Force or other meetings which were being held separately from the main EC meetings.



Delegates were reminded of the requirement to circulate documents well in advance of meetings to ensure that all member economies had adequate opportunity to study them.


7.2
Report on Industry Canada Workshop on “The Growing Importance of The Asia-Pacific Region in the World Economy: Implications for Canada”



Canada reported on the Industry Canada Workshop on “The Growing Importance of The Asia-Pacific Region in the World Economy: Implications for Canada”, and tabled an Executive Summary outlining the main findings of the Workshop. The Workshop had concluded that there were substantial economic benefits to Canada from the dynamic and fastest growing Asia Pacific economies because of the strong positive impact on trade and investment flows, but to realize this potential Canadian firms had to aggressively participate in the region.  The Chair welcomed the presentation and invited all member economies to consider similar presentations at future meetings if they had organised conferences or workshops with a subject matter of interest to other delegations.


7.3
Future meetings



The Chair advised the EC that SOM II would meet in Cebu from 22-24 May.  The EC was not scheduled to meet again in full plenary until August, when it would meet back-to-back with SOM III.  At this stage, it did not seem as if either a full plenary or an informal meeting of the EC would be needed in May.  The Chair noted, however, that it may be necessary for the Task Forces on the Economic Outlook and on the Economic and Technical Cooperation Report to meet earlier, perhaps on the margins of SOM II, probably on 25 May, or before that if necessary.  In terms of its work program, the EC would need to await the outcome of SOM II to find out if it had been assigned work on Food, Energy, Environment and Population issues.


7.4
Technology and Development Project



The Chair reminded delegates that this was an outstanding item on the Agenda, and inquired whether there was sufficient interest to undertake a report.  As there were no expressions of interest, it was agreed that this project would be removed for the time being from the EC’s work program.


7.5
Contribution to APEC Central Fund with a view to TILF-related Projects



Japan spoke to a paper outlining the proposed operating procedures for accessing the financial contribution to the APEC Central Fund announced by the Prime Minister of Japan at the APEC Economic Leaders’ Meeting in Osaka last year.  A revised paper is to be presented to the BAC in March, proposals contained therein are to be considered by the next BAC and SOM.  Chair noted that some EC projects may meet the criteria for funding under this proposal.


7.6
Report to SOM



The Chair proposed to circulate a draft Chairman’s Report to SOM to member economies.  The Report would be finalized on receipt of their comments and submitted to     SOM II.  The Committee agreed to this proposal.  
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