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SUMMARY CONCLUSIONS OF

THE THIRD APEC SENIOR OFFICIALS MEETING (SOM)

FOR THE TENTH MINISTERIAL MEETING

13-15 SEPTEMBER 1998

Kuantan, Malaysia

1. The Third Senior Officials Meeting (SOM) for the Tenth APEC Ministerial Meeting was convened in Kuantan, Malaysia on 13-15 September 1998.  Senior Officials from Australia; Brunei Darussalam; Canada; Chile; the People’s Republic of China; Hong Kong, China; 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 participated in the meeting.  Representatives from the three Members-designate namely Peru, Russia and Vietnam also attended the meeting.  The Chairs of the Committee on Trade and Investment (CTI); Economic Committee (EC) and the Budget and Administrative Committee (BAC) were present.  The APEC Secretariat also attended.  Representatives from the ASEAN Secretariat, PECC and SPF were also present as observers.  The list of delegates appears as Annex A.

2. The meeting was chaired by Mr Abdul Razak Ramli, Director of APEC Affairs, Ministry of International Trade and Industry, Malaysia

I.
Chair’s Opening Remarks
3. In his opening remarks, the Chair welcomed APEC Senior Officials to Kuantan, the capital of Pahang, which is the largest state in Peninsular Malaysia.  The Chair introduced the Chief Minister of the State, Rt. Honourable Tan Sri Datuk Sri Mohd Khalil Yaakob.  In his welcome address, the Chief Minister outlined the state government’s development objectives and strategies aimed at generating sustained economic growth and ensuring that the benefits are equitably shared among the state’s rural and urban population.

4.
The Chair also welcomed Mr Joseph Caron and Mr Hajime Furuta, as new Senior Officials from Canada and Japan respectively.

II. Adoption of the Agenda

5. The draft agenda was approved and is attached as Annex B.

III. Business Arrangements

6. The Chair briefed SOM on the arrangements for the Senior Officials’ Meeting.

IV.
Trade and Investment Liberalization and Facilitation

A.     Early Voluntary Sectoral Liberalization (EVSL)

7.
SOM thanked the CTI Chair for his report on EVSL which appears as Annex C.  The Meeting agreed that the report is a useful snapshot of members participation in the different sectors.  SOM also expressed its appreciation to the sectoral coordinators as well as experts for their hard work in making further progress.  The SOM agreed that significant work has to be undertaken to achieve a more substantive and credible package before it can be submitted to the Ministers in November in Kuala Lumpur.

8.
SOM recalled that Ministers had agreed in Kuching that flexibility would be required to deal with product-specific concerns in each sector.  Such flexibility would generally be in the form of longer implementation periods and, in principle, developing economies should be allowed greater flexibility.   The Meeting recalled that Ministers had also agreed that consideration of other forms of flexibility should take into account the broader goal of maximizing mutual benefits, and the need to maintain the balance of interests. The SOM Chair agreed to communicate further on the process of defining further the flexibilities required after consultation with member economies.

9.
With regard to the process leading to the November Ministerial Meeting, the SOM urged sectoral coordinators to continue their work and coordinate with experts through electronic and other means.  The SOM took note that in some sectors, particularly, the Environmental Goods and Services and Energy, more information is required to progress work significantly and urged experts to provide such information.

10. SOM noted the reservations in each sector and requested sectoral coordinators and experts to continue work to try to reduce such reservations. In this context, SOM welcomed indications that some economies were planning to review their reservations in the various sectors with a view to increasing their participation.

11.
SOM also noted that significant work on tariffs, NTMs, facilitation and ECOTECH must be continued to finalise the package.  While the development of facilitation and ECOTECH initiatives would be an on-going effort, SOM agreed that there was a need to present agreed initiatives on EVSL to Ministers in November.

12.
SOM noted that the issues relating to the implementation of EVSL in 1999 and the incorporation into the WTO would be addressed once all details of the sectoral proposals have been finalised.

B.
Individual Action Plans (IAPs)

13.
SOM reaffirmed its commitment to the IAP as a key instrument in moving forward APEC’s trade and liberalisation and facilitation goals.   SOM welcomed the submission by all member economies of initial draft summaries of their implementation and improvements to IAPs.

14.
SOM was encouraged that, in this third year of the IAP process and in the context of the economic difficulties facing the APEC region, members continued to enhance their IAPs.  SOM noted significant improvements in market access, including across the board and specific tariff reductions, acceleration of ITA commitments and the active involvement in EVSL.  Enhanced trade facilitation activities in the areas of investment, customs, standards and deregulation were also noted.  In particular, SOM welcomed the inclusion in a number of IAPs of financial sector reforms and other measures taken in response to the financial instability situation and encouraged other economies to do the same.  SOM also welcomed IAP improvements which took into account business views and recommendations of the APEC Business Advisory Council.  SOM also stressed the value of fruitful implementation of the IAPs.

15. SOM congratulated Korea for its well-prepared peer review session held at the margins of SOM III and encouraged other members to do likewise.   SOM noted interest in developing an overall assessment of the progress in the IAPs in 1999.

16.
SOM recalled the timetable for IAP submission agreed at SOM I and requested members and members designate to provide the final version of IAPs and summaries together with their implementation and improvements by 15 October.  SOM agreed on the importance of receiving the IAP submissions in good time.  SOM noted that, in order to promote transparency, the IAPs, including the highlights, summaries and full texts, would be posted on the APEC Secretariat Homepage as was the practice in the past.  A summary analysis of IAP improvements will be prepared for Ministers and publicly released.  SOM acknowledged the role of the APEC Secretariat in administering the IAP collation process.

C.
Collective Action Plans/Trade and Investment Facilitation

17.        SOM thanked the CTI Chair for his draft report on 1998 achievements and priorities for 1999.  SOM noted that the report covered CTI work on:

· Key 1998 TILF deliverables from CTI and other APEC Fora

· Facilitating the technical discussions on EVSL

· Responses to ABAC recommendations

· Support for work in the WTO

· Management of the Study on the Impact of Trade Liberalisation

· Training and technical cooperation activities

· Management review issues

18.
SOM endorsed the CTI Report to Ministers, subject to the inclusion of updated information from sub-fora convenors and noted that the report would be finalised by 5 October.  It encouraged the CTI Chair to use the report as a key communication tool with the business sector.

19.
SOM affirmed CTI’s key role in implementing and enhancing the CAPs in the 15 areas under the OAA.  SOM welcomed CTI’s efforts to address the concerns of business in a timely and appropriate way.  In particular, SOM agreed that CTI, in expanding its outreach, contacts/dialogues with the business/private sector, should take into account the participant’s relevance or usefulness in specific agenda areas and ability to represent a wider regional business constituency, and that participation be limited to specific agenda items.  On this basis, to facilitate expanded outreach to business, SOM authorised:

· CTI to invite, where appropriate, ABAC to present its views to the CTI plenary session on how APEC could further promote trade and investment liberalisation and facilitation; and

· CTI sub-fora to invite ABAC and other business/private sector people or organisations to attend their meetings and/or dialogues as guests on the consensus of the sub-forum concerned without referral to higher authority.

20.
SOM welcomed CTI’s examination of its management structures.  SOM agreed that responsibility for the Information Gathering and Analysis work area be transferred to the APEC Secretariat given that the issues covered cut across all APEC fora.  SOM also endorsed the terms of reference for the Government Procurement Experts Group.

D.
Others

(
Study of the impact of trade liberalization

21.
SOM recalled the decision of the APEC Trade Ministers Meeting in Kuching on the work in which the Ministers had  reaffirmed the importance of promoting a  broad-based and balanced understanding of the impact of liberalization, taking into account both benefits as well as the associated adjustment costs.   The Meeting also noted that Ministers had approved the proposed two-stage implementation program, specifically involving the analytical work on the five case studies in Phase 1, and the communications strategies to be conducted under Phase 2 of the project.

22.
SOM commended the good progress of the work of the Steering Group to take forward the work program as decided by Ministers and Leaders.  SOM noted that the first draft reports on the case studies have been completed and would be circulated to member economies for their comments in the next two weeks.  SOM also expressed its appreciation to the Economic Committee for its submission of the first draft report to the Steering Group.  The EC report comprised a comprehensive, balanced literature of review drawn from work done by the academia, research institutions and international bodies such as the OECD and PECC. SOM took note that these reports would be targeted for finalization and printing by 4 November 1998.   To this end, SOM underscored the importance of taking a balanced approach to the study and of taking into account current circumstances resulting from the financial crisis that had plagued most APEC member economies. 

23.
SOM also recognized  that the progress made in the first phase would provide a good foundation to proceed to the next phase of the project.   SOM noted that the outcome of the analytical review would assist member economies to prepare  their communications strategies to improve the understanding of APEC communities of the impact of trade and investment liberalization.    To this end, SOM noted that APEC Trade Ministers had agreed that New Zealand will host a seminar on communicating the outcomes of the Study under Phase 2 of this project, in Auckland on 27 June 1999, just before the next Trade Ministers Meeting.

V. Economic and Technical Cooperation

W.    Action Programme on Skills Development

24. SOM welcomed the Malaysian proposal on the Action Programme on Skills Development for APEC which seeks to intensify efforts on skills development in 4 areas of focus: 

(a) upgrading the industrial skills base; 

(b) spawning new entrepreneurs; 

(c) technology skills for the new millennium; and 

(d) strengthening institutional infrastructure to facilitate trade and investment liberalization.  

25
Under the Action Programme on Skills Development as in Annex D, three approaches have been outlined to further intensify efforts in skills development.  It will also build on previous and existing projects related to skills development by accelerating/intensifying their implementation and by seeking more participation by member economies.   In order to address the problem currently being faced by the public sector, the Plan will encourage a market-driven approach to skills training emphasizing greater business involvement through a “smart partnership” between the public and the private sectors.  This will also reduce the mismatch between training and the real work environment.

26.
SOM welcomed Malaysia’s offer to host a seminar to exchange views on best practices to enable greater business participation in skills development.  The seminar will also consider the possibility of establishing an APEC network of skills training centres.

27.
SOM agreed that relevant APEC fora will undertake the implementation of the Skills Development Action Programme, with the HRD taking an active role and business participation will be encouraged. ESC will continue to oversee the progress of its implementation.

28.
SOM approved the Action Programme on Skills Development taking into consideration comments made and agreed to forward it to Ministers for endorsement in November.

B.
Agenda on Science and Technology Industry Cooperation into the 21st Century

29.
SOM considered the draft APEC Agenda for Science and Technology Industry Cooperation into the 21st Century which appears as Annex E.  SOM noted that the draft paper has been revised by the SOM Chair after taking into account inputs and comments from member economies. 

30.
SOM approved the revised text on the "Agenda" and recognised the cross-cutting nature of science and technology industry cooperation and called for a cross-sectoral approach to the Agenda's follow-up and for concrete actions to give effects to its vision, principles and recommendations. The Agenda will be submitted to the Third APEC Ministerial Conference for Regional Science and Technology Cooperation to be held in Mexico City in October 1998 before forwarding it for endorsement at the Informal APEC Economic Leaders' Meeting in Kuala Lumpur.   SOM agreed that Amb. Jorge Lozoya, Chair of the SOM Sub-Committee on ECOTECH present the Agenda at the said meeting on behalf of Senior Officials.  

C.
Report of the SOM Sub-Committee on Economic and Technical 

           Cooperation

31.
Mexico informed the meeting of the outcomes of the third SOM ECOTECH Sub-Committee Meeting held in Mexico City on 4 September 1998.  The ESC considered the draft 1998 ECOTECH Report and agreed to submit the report to SOM for consideration.  SOM commended the ESC Chair on the preparation of the ECOTECH Report that provides an excellent record of the extensive work in ECOTECH being undertaken by various APEC fora.  SOM approved the ECOTECH Report and agreed to submit the report to the APEC Ministers in Kuala Lumpur in November.  Annexes to the report will be finalised and submitted to the Secretariat by 15 October.  The final report would be circulated to members by 1 November 1998. The ECOTECH Report appears as Annex F.  SOM also agreed that ESC undertakes the task of preparing a press release on highlights of ECOTECH activities for 1998 for economies to use as public outreach.

32.
The SOM discussed the next step for the ESC to fulfil its mandate.  It was also noted that ESC will continue to oversee the progress in the implementation of deliverables in 1998 to fulfill APEC's Ecotech Agenda.  SOM agreed that in order to carry out its responsibility to provide guidance to APEC fora on cross-cutting issues, the ESC should consider inviting the Lead Shepherds and Chairs of relevant APEC fora to participate in an ESC meeting on an ad hoc basis to discuss specific cross-cutting issues.  SOM agreed the ESC should be held back-to-back and in the same location as the Senior Officials meeting to facilitate sufficiently high level representation.

33.
SOM discussed the issue of the vice chair of the ESC and agreed that the matter should be referred to the ESC for further consideration.

D.
Emergency Preparedness

34.
Canada briefed the meeting on the proposed APEC Framework for Capacity Building Initiatives on Emergency Preparedness.  The draft APEC Framework in Annex G would be submitted to Ministers in Kuala Lumpur for endorsement.  The Framework focuses on capacity building for member economies in the area of emergency preparedness and outlines the scope, objective, activity and common understanding to guide APEC fora. Australia also informed the SOM on the progress in the establishment of a dedicated website on emergency preparedness and invited members to provide information for the website at the address <www.dfat.gov.au/apec/emprep>   Malaysia informed the meeting on the preparations to include an exhibition on emergency preparedness in the APEC International Trade Fair which will be held in the Mines Convention Centre in Kuala Lumpur on 13-15 November 1998.  

35.
SOM thanked Canada, Australia and Malaysia for their contributions on advancing work on emergency preparedness.  SOM agreed to submit the Framework for adoption by Ministers at their meeting in November and to disband the Virtual Task Force. 

VI.
Financial Stability

36.
SOM expressed concern at the continuing serious state of the regional economy. SOM discussed the various activities within APEC and elsewhere in the international community aimed at addressing the crisis, promoting macro-economic stability, and strengthening financial institutions. SOM also noted the APEC Business Advisory Council will be making a series of proposals to APEC Leaders concerning, inter alia, ways to develop more stable capital flows for developing economies. 

37.
SOM took note of the Secretariat's updated stocktake of current activities in APEC in response to the regional financial crisis which appears as Annex H and agreed that it would form the basis for SOM's report to Ministers.  SOM noted that APEC activities could supplement the leading work of other international organisations.  Recognising that the financial and economic crisis would be a major agenda item for the Kuala Lumpur AELM, SOM noted that the Chair of the APEC Finance Deputies would liaise with his colleagues in preparing draft inputs on this issue for the Leaders' statement.

38.
SOM welcomed the progress report on the Australian initiative on economic governance capacity building which appears as Annex I. Australia circulated the survey results that catalogued current capacity building activities in the APEC region and identified specific needs for cooperation in five economies affected by the financial crisis.  Such information could be the basis for bilateral or multilateral cooperative activities among economies as a way of demonstrating APEC's relevance to the crisis.  SOM agreed that this initiative could help demonstrate an APEC effort to respond to the crisis and prevent future ones, and suggested that it be expanded to include additional economies.  SOM further emphasised that any new economic governance capacity building cooperation should not duplicate existing similar activities.

VII.
Electronic Commerce

39. SOM commended the Co-Chairs of the Task Force on Electronic Commerce and took note of the report on the outcome of the Task Force meeting held in Singapore on 4 September 1998 which appears as Annex J.

40. SOM recalled its decision at the Kuching Meeting to work on possible principles and practical cooperative activities as well as technical cooperation and capacity building initiatives.  SOM noted the progress made by the Task Force at the meeting in Singapore on its existing work programme and welcomed the proposals and ideas for future work.  In this connection, SOM also endorsed the future work programme which includes the following activities:

· Identification of areas of outreach and training for SMEs

· Public Sector Use of Electronic Commerce for the purpose of developing a paperless system and agreed to work towards region-wide paperless trading for greater efficiency

· Technical Cooperation and Capacity Building

· Continued cooperation with other APEC fora, ABAC, PECC and PBEC

41.
SOM took note that the Task Force had reviewed the work on E-Commerce conducted in various APEC working groups and sub-fora and other international bodies.

42.
SOM endorsed the development of the draft APEC Vision Statement on Electronic Commerce which would incorporate broad themes and future work programme on electronic commerce for submission to APEC Ministers in November in Kuala Lumpur.  SOM instructed the Task Force to finalise the Vision Statement at the next meeting that will be held in Malaysia in mid-October.

43.
SOM agreed that the work of the Task Force on the Year 2000 "millennium bug" computer problem and on impediments to the uptake of electronic commerce in the region are important issues that need to be addressed by APEC member economies.  The SOM agreed with the Task Force's recommendation that this issue be discussed by Leaders with a view to a statement on the importance of the Year 2000 problem and its potential impact on cross-border flows in APEC.  SOM also noted that there would be a possible announcement of a major regional contingency planning experts' summit in early 1999 and development of region-wide paperless trading by 2005.

44.
SOM noted the proposal by Thailand on APEC electronic commerce resource centre which would be developed and forwarded to an appropriate forum.  SOM also noted the US proposal for economies to provide examples of how the public and private sector would work more effectively, efficiently and with lower costs and requested the Task Force to consider the proposal at its next meeting.

VIII.
Activities of Economic Committee

A.
Economic Committee Chair's report to SOM

45.
The Chair of the Economic Committee briefed SOM on the outcomes of the Committee's plenary meeting held in Kuantan on 11-12 September 1998.  He recapitulated the raison d'etre of EC and its activities since its establishment in 1994.  SOM was updated on the progress of work under the EC namely the 1998 Economic Outlook; Infrastructure; the Environment (FEEEP); EC's analytical work programme relating to TILF and ECOTECH; and a review of the EC's mandate.  SOM took note of the report of the Economic Committee as in Annex K.

B.
The 1998 Economic Outlook

46.
China, as Chair of the Economic Outlook Task Force, reported on the progress in the preparation of the 1998 Economic Outlook.  The Economic Outlook Symposium held in Xiamen, China in May 1998 had provided valuable inputs for the drafting of the Outlook.  The Task Force which met again in Kuantan to review the Outlook noted that it faced two challenges in its work:  how to reflect both the rapidly changing economic situation and the diverse views on the economic crisis while maintaining objectivity and consistency, taking into account the views of member economies and other APEC fora, in particular the Finance Ministers process.  China informed SOM that the Outlook is still being finalised and requested member economies inputs by the agreed deadline of 5 October to enable the outlook to be tabled at the Ministers and Leaders Meetings in November.

47.
Chile as coordinator of the 1999 Economic Outlook reported on the preparations underway.  SOM suggested that Chile coordinate closely with the incoming APEC Chair, New Zealand, to ensure that the Outlook is in line with the priorities of the incoming SOM Chair.

48.
The SOM recognised the value of the Economic Outlook and the importance of continuing this annual activity.  Various views were expressed about how best to accomplish the analytical purposes currently fulfilled by the Economic Outlook.  The EC will consider these options at a later meeting. SOM thanked China for undertaking this major effort, particularly recognising the challenges faced in producing this year's Economic Outlook.

C.
Impact of Expanding Population and Economic Growth on Food, Energy and the Environment (FEEEP)
49.
SOM was informed that the EC had considered possible joint actions on cross-cutting elements of FEEEP.  In addition to the work being done by other fora namely the Task Force on Food, the Energy Ministers and Working Group, and the Ministers for Sustainable Development, EC agreed to recommend the establishment of an Interdisciplinary Network of Research Institutions as a cross-cutting joint action.  SOM agreed that all recommendations under FEEEP would be forwarded to Ministers in November.

50. The EC Chair reported that the Task Force on Food, co-chaired by Australia and Japan, had fulfilled its mandate and had submitted its final report.  The report noted that the four analytical studies undertaken by the Task Force would be published.  The report further outlined possible joint actions in the areas of research and development, investment in infrastructure; trade and other matters; and environmental issues.  SOM agreed that the Task Force had completed its work and would be disbanded.  SOM noted that there were differing views on the tasking of follow-up actions relating to the Task Force on Food of either allocating follow-up actions to relevant existing APEC fora or identifying a focal point for food issues in APEC.  SOM agreed to consider this issue at a later date.

D.
Infrastructure
51.
Indonesia reviewed the progress of the Infrastructure Workshop's 1998 work programme including implementation of part of the Vancouver Framework.  SOM noted the progress made in developing the concept of the Infrastructure Facilitation Network and the interest received from a number of centres of excellence.  SOM also noted the progress on the Action Programme on Sustainable Cities including the Virtual Policy Studio and was informed that the EC had supported the project proposal on Infrastructure to Diversify and Integrate Rural Economies which may lead to a pilot project on alternative financing strategies for rural infrastructure.

52.
SOM was informed of the outcomes of the 1998 Public/Private Sector Infrastructure Dialogue held in Chinese Taipei in May 1998 which primarily focussed on the impact of the economic crisis on investment in infrastructure.

51.
Malaysia informed SOM on the preliminary preparations for the 1999 Public/Private Sector Infrastructure Dialogue which is scheduled to be held in Malaysia in April 1999.

E.
Review of the Mandate of the Economic Committee
53.
The EC Chair informed SOM that EC had discussed its role and mandate as part of its routine, self-initiated biennial review.  EC felt that in the light of on-going changes in APEC and the recent establishment of the SOM Sub-Committee on Ecotech (ESC) it could now redefine its work programme to focus solely on demand-driven analytical work.  EC agreed to amend its existing Terms of Establishment on the requirement for two Vice Chairs to at least one and amend the clause articulating its relationship with other APEC fora to include ESC.  SOM agreed to further consider the EC’s future role including the Committee’s future work programme within the context of the management review process.  

54.
SOM was informed that EC had elected Dr. Mitsuru Taniuchi of the Economic Planning Agency of Japan as the new Chair of the EC.  SOM welcomed Dr. Taniuchi as the new EC Chair and looked forward to receiving the EC work programme for the next two years which is to be developed in the light of requests from other APEC fora.  SOM expressed its appreciation to Dr. John Curtis, the outgoing EC Chair, and to his team both in Ottawa and within the APEC Secretariat for their invaluable contributions to the work of the Economic Committee over the last four years.

IX.
Cooperation with the Business/Private Sector

A.
Implementation of ABAC’s Recommendations

55.
SOM took note of the Secretariat’s matrix on APEC actions taken in response to ABAC’s 1997 recommendations and agreed that it would form the basis of their report to Ministers on this topic.  The matrix appears as Annex L.

B.
Business/Private Sector Involvement  in the APEC Process

56.
SOM discussed ways to implement the instructions of Economic Leaders issued in Vancouver to broaden APEC’s outreach to a wider segment of the business community.  The meeting agreed that greater involvement of the business/private sector can contribute to the APEC process, advance its goals and ensure that APEC activities also meet the needs of business.  SOM also noted that in broadening outreach, APEC fora that invite business participation should take into account the participant’s relevance or usefulness in specific areas and ability to represent a wider regional business constituency.  In this connection, SOM approved that:

(i)
ESC, CTI and EC, where appropriate and on the consensus of the forum concerned without referral to SOM, may hold dialogues with ABAC representatives or invite ABAC representatives to present at their meetings ABAC’s views on policy issues regarding how APEC could advance its trade and investment liberalization and facilitation and ecotech agendas.  Such participation should be limited to specific agenda items;

(ii)
the sub-fora of ESC, CTI and EC may hold dialogues on APEC’s work with and/or invite ABAC representatives and other business/private sector people or organizations to attend their meetings as guests, on the consensus of the sub-forum concerned without referral to higher authority.  Such participation should be limited to specific agenda items; and

(iii)
APEC fora should increase involvement by SMEs in APEC by undertaking activities pertinent to the needs of SMEs.

57.
SOM also agreed that APEC fora should:

(i)
Explore the applicability of business outreach through electronic means, for example by posting issues on the APEC Homepage for comments from business groups; and

(ii)
Further consider ways to secure private financial support for APEC activities on a wider scale than at present.

X.
Ministerial Meetings, 1998

A. Report on Fifth APEC SME Ministerial Meeting, 7-8 September 1998

Kuala Lumpur, Malaysia

58.
Malaysia reported on the outcome of the APEC SME Ministerial Meeting which was held on 7-8 September 1998 in Kuala Lumpur, Malaysia.  The Meeting noted that the Ministers considered three major issues as follows:

· an integrated plan of action for SME development (SPAN), whereby Ministers emphasised that SPAN should focus on both enterprise and entrepreneurial development;

· the impact of the regional financial instability on SME's in which acknowledgement was given to the work undertaken by Finance Ministers and other APEC fora to overcome the crisis.  Ministers encouraged the adoption of specific measures to address the impact of the crisis on SMEs.  These could include ensuring the availability of trade financing by ECS, expansion of industrial supply and sub-contracting business cooperation and better risk assessment capabilities in relation to credits for SMEs;

· the importance of electronic commerce for SMEs, whereby Ministers directed SMEs to work closely with relevant APEC for a to develop capacity building initiatives.

B. Preparations for other APEC Ministerial Meetings in 1998

Third Energy Ministers Meeting

59.
Japan reported on the preparations for the 3rd APEC Energy Ministerial Meeting which will be held on 9-10 October, 1998 in Okinawa, Japan.  SOM noted that the Meeting will be chaired by Mr. Yasono, MITI Minister of Japan.  SOM also noted that the Ministerial Meeting would discuss the following issues:

· regional energy policy issues

· impact of the current economic difficulties on the energy sector and the role of the energy sector to promote recovery from the crisis, and development of efficient energy infrastructure.  To this end, the Ministerial Meeting would consider the proposed Natural Gas Initiative.

Third APEC Ministers Conference on Regional Science and Technology Cooperation
60.
Mexico provided a progress report on the preparations for the 3rd APEC Conference on Regional Science and Technology Cooperation which will be held in Mexico City on 18-23 October, 1998.  The Meeting noted that a web site, a product of the ASTWEB project co-sponsored by Australia, has been established to facilitate planning for the Conference.  SOM noted that the main topic of the Conference was "Partnerships and Networks:  Capturing the Benefits of Innovation Across APEC" which have been endorsed by several member economies.

Ministerial Meeting on Women in Development

61.
The Philippines reported on the preparations for the Ministerial Meeting on Women in Development which will be held in Manila, Philippines on 15-16 October 1998.  SOM took note that the Ministerial Meeting would be preceded by kits 3rd and last Senior Officials Meeting scheduled on 12-13 October, 1998.   SOM also noted that the theme of the Ministerial Meeting would be "Women in Economic Development and Cooperation in APEC" with 3 sub-themes of Industrial Science and Technology, SMEs and HRD.  SOM took note that the objectives of the Ministerial is three-fold, namely:

· To assess the progress to date in integrating women into the mainstream of APEC processes and activities;

· To take cognizance of the opportunities and challenges in integrating the economic role of women in APEC towards the promotion of equal economic opportunities;

· To seek consensus on the development of a plan of action and to make recommendations to Leaders.

XI. Report of the Budget and Administrative Committee Meeting, 23-24 March 1998

62.
SOM took note of the BAC Chair’s Report on the outcome of the BAC Meeting held in July 1998 which appears as Annex M.  SOM endorsed the Guidelines on Evaluation and Reporting System for APEC Projects and approved the Guidelines on APEC Database Projects and the revised APEC Publication Policy. SOM instructed BAC to further deliberate on issues relating to economies’ contribution and look forward to its recommendation at the Informal SOM in Kuala Lumpur next November. 

63.
SOM also noted Japan’s proposal to review the effectiveness of the TILF Special Account in achieving its intended goals and possible changes to the account for funding projects that relates to the ECOTECH  elements of TILF.   

XII.
APEC Secretariat

64.
SOM welcomed the Third Report of the Executive Director of APEC Secretariat which highlighted the Secretariat’s efforts to provide comprehensive professional services to APEC fora.  SOM expressed appreciation to Ambassador Dato’ Noor Adlan for his professionalism, diligence and outstanding performance in steering the APEC Secretariat to  new heights.

65.
SOM also expressed the appreciation to the Secretariat for its outstanding work in providing analysis and guidance to APEC fora on the economic and technical cooperation agenda, supporting the CTI in updating and monitoring CAPs and assisting in compiling outcomes of the various APEC fora.  

66.
SOM welcomed the success of the Secretariat in maintaining prudent financial policies and initiatives on APEC activities. Som noted the need for careful personnel management, matching number and skills of secondees to work level and the importance of consultation between member economies and the Executive Director.

67.
The Report of the Executive Director of the APEC Secretariat appears as Annex N.

XIII.
Key Issues and Directions

A.
Working Groups

68.
SOM considered the reports of APEC fora as in Annexes ___ and ____, and approved: 

· the request from Venezuela to participate in the EWG activities; and

· the proposal to invite Pacific Asia Travel Association (PATA) and World Tourism Organisation (WTO) to attend meetings of TWG on condition that the TWG does not hold its activities in  areas of political sensitivity.

C.
Others

69.
SOM thanked Dr Osman Rani of the National University of Malaysia for his report on the annual APEC Study Centers Consortium (ASC) Meeting held in Bangi, Malaysia  on 11-13 August 1998 which appears as Annex Q.  He highlighted the importance of effective and closer links with the APEC process and requested the APEC Secretariat to assist in information sharing.  SOM took note of ASC's request to be part of the formal APEC process.

XIV.
Organizational Issues

A.
Review of the Management Process

70.
SOM discussed the paper on the Reform of the Management Process as in Annex R. SOM reiterated the importance of the reform of the management process to increase the effectiveness and efficiency of the APEC process.  The meeting reaffirmed its determination to carry on the process over the next two years.  SOM agreed that Senior Officials would be responsible for the implementation of the management reform. SOM further agreed that all APEC fora will institute a self-review according to the guidelines prepared by the APEC Secretariat.  

71.
There was broad agreement that the BAC should be designated as the Budget and Management Committee (BMC) to take on more management functions on behalf of the SOM.  In order for the BMC to operate effectively it was suggested that it should meet as necessary to discuss management issues back-to-back with the SOM and with an appropriate level of representation.  Its budget-related meetings could still follow the traditional APEC budget cycle.  SOM also agreed that it would be desirable to produce some “early harvests” from the review in order to demonstrate SOM’s determination to carry through the process. One early harvest agreed by the SOM was a moratorium on the creation of new fora during the review period.  If it becomes absolutely necessary for the forum to be created it must be fully justified and can only take the form of an ad-hoc task force under the SOM with a finite lifespan. SOM Chair invited member economies  to provide further suggestions on "early harvests".

72.
SOM reaffirmed that the EC should refocus its work to concentrate on economic research and analysis.  The EC Chair was requested to submit a work programme covering the next two years at the first SOM in 1999.

73.
SOM noted the report from the CTI and the EC that the Small Group on Information Gathering and Analysis would be dissolved and its function would be transferred to the APEC Secretariat. SOM also agreed that the Virtual Task Force on Emergency Preparedness would be dissolved upon completion of its tasks.  

74.
SOM noted the APEC Secretariat Operational Plan which is at Annex S.

B.
Arrangements for the Ministerial Meeting

75.
Malaysia briefed the meeting on arrangements for the Ministerial Meeting and the Informal Economic Leaders Meeting in Kuala Lumpur in November.   Advance parties from the member economies have already visited the meeting sites.  Arrangements have been made for Senior Officials to visit  the venue of the Leaders Meeting at Cyberjaya immediately after SOM III.   Member economies were requested to submit information concerning their delegations and other requirements as soon as possible.  Member economies were also informed that facilities for bilaterals will be made available at the site of the Ministerial Meeting.

C. APEC 1999

76.
New Zealand briefed SOM on its preparations and broad policy approach to chairing APEC in 1999.  New Zealand drew member economies' attention to the shortened timetable in 1999 with the AELM scheduled for September, noting that this would require changes to be made to traditional timetables for APEC fora and subfora.  To ensure an early start to work, a Preparatory SOM (involving SOM + 4 officials) would be held in December in Singapore to be organised by the APEC Secretariat.  The Chairs of the CTI, EC, ESC and BAC, as well as observers, would be invited to attend.  A recent addition to the programme was a Ministerial Meeting on SMEs to be held in Christchurch immediately prior to the second SOM in April.

77.
It was confirmed that a CEO Summit would also be held at the time of the Leaders' Meeting in Auckland.  A draft calendar of events is at Annex T. New Zealand stressed that its thinking on the approach to policy issues in 1999 was still at a preliminary stage.  New Zealand also recognised the need for flexibility in responding to the changing international environment, and the requirement to take account of the outcome of the Leaders' Meeting in November, as well as the Chair's responsibility to carry forward the existing APEC agenda.  New Zealand also stressed its intention to support all three pillars of APEC activity:  trade and investment liberalisation and facilitation as well as ECOTECH during its Chairmanship in 1999.

78.
The New Zealand Government has recently identified the following strategic objectives during its terms as APEC Chair:

· to achieve further substantive progress towards trade and investment liberalisation and facilitation;

· To shape a credible APEC response to the economic crisis;

· to reinforce the capacity of institutions and human resources in the region to deal with the economic challenge and opportunities faced;

· to build broader support for APEC among the wider community, including - for New Zealand women, Maori and NGOs.

79.
In addition, New Zealand would pursue a number of cross-cutting themes, including women in business and employment, SMEs, science and technology, human resources building, trade in services and trade facilitation.  New Zealand looks forward to welcoming the new member economies to the APEC process in 1999.

XV.
Others

A.
Access to documents produced during SOM III

80.
SOM agreed that the final documents from SOM III as listed in Annex U will automatically become public 30 days after the meeting unless the APEC Secretariat receives written instructions to restrict any documents prior to that date.

B.
Statements  by Members Designate and Observers

81.
The three members designate, Peru, Russia and Vietnam expressed appreciation to APEC for the opportunity to attend SOM III and gain further experiences on the APEC process.  Members designate updated SOM on their preparations for their participation as full members of APEC, including the submission of their IAPs.  

82.
SOM welcomed statements by the representatives of PECC and South Pacific Forum.  PECC updated the SOM on its activities in support of APEC work including its contribution towards the realisation of APEC’s agenda in 1998.  The South Pacific Forum expressed great interest  on APEC's response to the economic uncertainties in many member economies and on how APEC meet its liberalisation agenda as agreed in Bogor.  The Forum also looks forward to periodically updating SOM on policy developments taking place in the Forum from time to time.

XVI.
Adoption of Chair’s Summary Report

83.
The Chair’s Summary Conclusion was finalised based on consultations with all APEC delegations.  SOM expressed its appreciation for the hospitality extended by Malaysia, in particular the State of Pahang.
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