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CHAIR’S SUMMARY REPORT

The APEC Economic Committee (EC) held its second plenary meeting for the 2000 cycle on September 19-20 in Bandar Seri Begawan, Brunei Darussalam.  The meeting was chaired by Dr. Mitsuru Taniuchi of Japan, and attended by Australia; Brunei Darussalam; Canada; Chile; the People’s Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; New Zealand; Peru; the Republic of the Philippines; Russia; Singapore; Chinese Taipei; Thailand; the United States of America; and Vietnam.  The APEC Secretariat was present.

The Chair opened the meeting by outlining two primary objectives of the Committee meeting: first, discuss the drafts of the three major reports to be delivered to Ministers this November, and second, plan ahead for future work. He also encouraged all EC delegates to share their views and thoughts in a frank, free-flowing manner throughout the meeting, reminding that an important role of the EC was to serve as a forum for the exchange of views and information on economic issues in the region.

1. Adoption of Agenda

The Committee adopted the agenda as proposed by the Chair.
2. Business Arrangements

The APEC Secretariat informed the Committee of the business arrangements for the meeting.

3. Economic Outlook 

(Discussion on 2000 Outlook) 

The Philippines, as coordinator of the 2000 APEC Economic Outlook, presented and discussed the draft of the 2000 Outlook report.

Chapter 1 discusses the recent performance and prospects of APEC member economies. The chapter also revisits and analyzes the nature of the 1999 recovery of the East and Southeast Asian economies after the Asian crisis, and reviews the policy responses and strategies undertaken by Asian economies.

Chapter 2 addresses the new thinking on regional trade arrangements (RTAs). The chapter considers the background on the emerging trend towards forging RTAs; the goals, policies, institutional arrangements and implementation mechanism of RTAs. It also reviews the evolution of analytical thinking about RTAs, with a view to a framework that ensures positive outcomes from new RTAs. Lastly, policy measures and new areas of cooperation within APEC are explored.

The meeting had a useful discussion on the draft Outlook report. Major points raised include:

· Updated figures and developments of each economy should be incorporated. 

· Impacts of rising oil prices on member economies should be discussed in 2000 Outlook to the extent possible. 

· The conditions for RTAs to become building blocks for multilateralism need to be discussed. 

· Ensuring a better linkage with past EC reports such as "The Impact of Subregionalism on APEC" of 1997 is important. 

· Interpreting the outcomes of model simulations needs care, since the results could significantly vary depending on the assumptions of the model.     

It was agreed that the EC submit the Outlook report to Ministers in November, and that the Philippines finalize the draft by incorporating the useful comments discussed at the meeting and other written comments to be submitted after the meeting.  Member economies were urged to fully cooperate with the Philippines by submitting their comments on and inputs to the report within the agreed timeframe.

(Preparation for 2001 Outlook) 

Hong Kong, China, as coordinator of the 2001 APEC Economic Outlook, presented to the meeting its proposal for the theme of the 2001 Outlook report, which is to look into the relationship between financial development and long-run economic growth in APEC.

The meeting agreed that the proposed theme of studying the finance-growth nexus is a very important and timely topic for next year’s Outlook report. A question was raised whether this research would aim to contribute to academic field or to policy making, and Hong Kong, China replied that their main interest was linking academic researches and policy experiences. The EC Chair noted that the EC's main role was to provide the analytical basis useful for policy making.  

Since the topic straddles some issues of interest to the finance ministry group, it was agreed that Hong Kong, China and the Committee would liaise with the finance ministry group as the research work progress so as to avoid duplication of work. Also agreed was that Hong Kong, China would focus on a small number of interesting topics with a view to adding value to the existing researches on the theme. 

Hong Kong, China will start the research work, taking into account the many useful comments provided at the meeting. Interim research work will be discussed at the next EC plenary meeting.

4. Gender Information Session

Following the instruction of SOM for all APEC fora to undergo the Gender Information Session (GIS) as provided for in the Framework for the Integration of Women in APEC, the Committee had its GIS, which was conducted by a representative of the SOM Ad-hoc Advisory Group on Gender Integration (AGGI), Ms. Maria Gaverza. Ms. Gaverza suggested that analytical work using sex-disaggregated data be developed, and that women be involved in decision making process within APEC.

5. APEC Economies Beyond the Asian Crisis

The Beyond-the-Crisis Project, which is a two-year project for 1999-2000, focuses on long-term prospects of APEC economies beyond the Asian crisis, highlighting key issues for building the future of APEC economies. The meeting discussed the draft final report of the project. 

The four lead economies presented the drafts of their parts of the report; namely, Japan briefed on growth potentials, Korea on trade prospects, Chinese Taipei on SMEs, and the Philippines on social issues.

The points raised during the discussion include: 

· How are the new economy and globalization related? (Response) The new economy and globalization are closely related and interact with each other through the development of IT. (on the Main report)

· The connection between the study on long-term growth projection and that on entrepreneurship needs to be elaborated. (Response) The study on the role of entrepreneurship complements growth projection, as it contributes to maintaining the dynamism of the economy discussed in the growth potential part. (on Japan report)

· Why are exports from the US, Australia and Canada projected to decrease while that from Japan is projected to increase as a result of trade liberalization in APEC region? (Response) The reason why Japan's export is projected to increase as a result of trade liberalization is that Japan's international competitiveness in commodity trades is assumed to be strong in the model. (on Korea report)

· Implications of vertical disintegration on corporate governance need to be discussed more carefully. (on Chinese Taipei report)

· It is important to assess labor issue from structural aspects, not only from the short-term impact of the Asian crisis. (on the Philippines report) 

It was agreed that the EC submit the Beyond-the-Crisis report to Ministers in November, and that the drafts be revised and finalized reflecting the discussion and comments expressed during the meeting.

6. Towards Knowledge-based Economies in APEC

The lead economies of the KBE project, Korea, Australia and Canada, presented the drafts of their respective parts of the KBE report, including the preconditions to move to a KBE, policies for promoting KBEs, and APEC cooperation for promoting KBEs. As for APEC cooperation, following three specific recommendations were made: 1) establishment of KBE Clearing House, 2) generation of Igniting Policies for triggering the transition to KBE, and 3) inclusion of KBE Status indicators in the Economic Outlook. 

Before opening the floor, the Chair asked Korea to clarify the status and the nature of the three specific recommendations: who will make the recommendations to whom, what extent of specific work will be needed for each economy to implement the recommendations.  

As regards the question of to whom the recommendations are addressed, the EC Chair noted that the report would be submitted to Ministers, so that the EC would make such recommendations to Ministers and Leaders in due manner.

Extensive discussions have been made, especially on the three specific recommendations. Some economies raised concern about the implications to their governments of agreeing to these recommendations. The key point of their comments was that their governments were not prepared to make commitments to implementing the recommendations before detailed plans of implementation were developed and thoroughly discussed. 

Provisional agreement reached after the discussion was that the EC has identified three priority areas for further study, rather than saying recommendations. It was agreed that the EC would submit the KBE report to Ministers in November, and that three lead economies would revise and finalize their respective drafts, taking into account the comments expressed at the meeting as well as those to be submitted after the meeting.

(Note)

In light of the keen interest of the Korean Government and other economies in KBE, Korea and all other interested economies participated in the follow-up consultation agreed that the EC make the three recommendations but detailed plans for implementation be developed and proposed by the three economies of the Task Force. The point of the agreed line was that member economies would not be making any commitments until detailed implementation plans were proposed and agreed.

7. Discussion of Future Work 

The meeting had a useful sharing of thoughts and ideas on possible research projects the Committee could undertake in the next year onward, in addition to the 2001 Economic Outlook.  The intention of the exercise was to lay the initial groundwork for developing a new work program for further consideration under the Committee's new leadership.

The following ideas for future work were suggested by member economies.

· A study on the trend of cross-border mergers and acquisitions (M&As) and their impact on APEC economies (Malaysia).  
· A further study on the role of entrepreneurship on economic growth (Japan).  
· A study on how e-commerce is affecting the service industries in APEC economies (Australia).

· A study on APEC’s Bogor goals vis-à-vis WTO obligations and the re-emergence of RTAs (Korea).

· A study on women entrepreneurs and HRD with a focus on women or labor markets of KBEs (Canada).

8. Election of the Chair and Vice Chair for 2001-2002

The meeting unanimously elected Dr. Kyung Tae Lee of Korea as the next EC Chair for 2001-2002.  He will replace Dr. Mitsuru Taniuchi of Japan who will be completing his two-year term at the end of this year.

Also standing down at yearend is Vice Chair, Ms. Margarita Songco of the Philippines.  Since no economy has yet nominated any candidate for the position at this point, the meeting agreed that the Vice Chair would be elected at the first EC plenary meeting next year.

9. Other Business

(Biennial Review of the EC’s Terms of Establishment)

The meeting conducted a biennial review of its Terms of Establishment (TOE), pursuant to its mandate to review all aspects of its operation every two years.

It was the conclusion of the meeting that the Committee’s present TOE (last amended in 1998) is useful and should remain unchanged.

(Timeframe for Report Preparation for the November Meetings)

The meeting agreed to the following timeframe with regard to the preparation of the 2000 Outlook, the Crisis project report, and the KBE project report for submission to Ministers in November:

October 2
Deadline for submission of final comments on all reports to the Secretariat

October 3-9
Lead economies to revise drafts to reflect comments received



Editorial work to make reports more reader-friendly

October 10
Circulation of final revisions to all economies for confirmation

October 13
Submission of all manuscripts to Secretariat for printing/publication

In addition to the three above-mentioned reports, the EC will also submit a brief "Economic Committee 2000 Report to Ministers". The EC Chair will draft the report, drawing on the final version of the three reports to be published and highlighting their main messages. Its draft will be circulated to all EC members as soon as it becomes available.  Members were requested to submit to the Chair their comments on the draft at the earliest opportunity.

(Report on the July BMC Meeting)

The APEC Secretariat informed the meeting that the July meeting of the APEC Budget and Management Committee (BMC) approved the following two projects proposed by EC for funding in 2001:

· The Publication of Economic Committee Reports for 2001 with a budget of US$49,200;  and

· The Funding of Keynote Speakers to Attend the APEC 2001 Economic Outlook Symposium with a budget of US$39,000. 

The BMC approval would still require the endorsement of Senior Officials and Ministers.

(Document Access)

The Committee approved the public release of meeting documents in accordance with the Document Classification List recommended by the Secretariat.

1
4

