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ASIA-PACIFIC ECONOMIC COOPERATION

FIRST SENIOR OFFICIALS’ MEETING

FOR THE FIFTEENTH APEC MINISTERIAL MEETING

Chiang Rai, Thailand

20-21 February 2003
CHAIR’S SUMMARY CONCLUSION

1.
The First Senior Officials Meeting (SOM I) for the Fifteenth APEC Ministerial Meeting was convened in Chiang Rai, Thailand on 20-21 February 2003. 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; Peru; the Republic of the Philippines; Russia; Singapore; Chinese Taipei; Thailand; the United States and Viet Nam participated in the Meeting. The Chairs of the Committee on Trade and Investment (CTI), Economic Committee (EC), SOM Committee on Economic and Technical Cooperation (ESC), and Budget and Management Committee (BMC) were present. The APEC Secretariat was in attendance. The representatives from the ASEAN Secretariat and the Pacific Economic Cooperation Council (PECC) were also present as official observers. The list of principal delegates appears as Annex I.
I
Chair’s Opening Remarks 
2.
The Chair welcomed all participants to Thailand. 

3.
The Chair welcomed Ambassador Juan Carlos Capuñay as SOM Leader of Peru and also as Chair of the SOM Committee for ECOTECH. The Chair also welcomed Mr. Veali Vagi as the new SOM Leader for Papua New Guinea and Mr. Tung Kuo-yu as the new SOM Leader of Chinese Taipei.

4.
The Chair affirmed that the Informal SOM in December 2002 allowed SOM to put together a collective wish list for this year’s meetings. He is optimistic that 2003 will be a good year for APEC. 

II
Adoption of Agenda 
5.
The Agenda was adopted and appears as Annex II.

6.
The meeting agreed to Indonesia’s request to discuss its non-paper (2003/SOMI/024) on Sustainable Use of Biodiversity under agenda item V 1.3 in the context of the Life Sciences Innovation Forum.

III
Business Arrangements 
7.
The Chair announced the business arrangements for the meeting. 

IV
Key Outcomes of the SOM Retreat 
8.
The Chair outlined the key outcomes of the SOM Retreat as follows:

9.
The Retreat covered 4 topics: 1) improving coordination between APEC and the Finance Ministers’ Process; 2) organizing a SOM Policy Dialogue on RTAs/FTAs; 3) improving the dialogue between Leaders and ABAC; and 4) the format of the Leaders Meeting.

10.
The Retreat heard from the representative of the Finance Ministers’ Process about the main issues being considered there, including SMEs and micro-financing, a study into the macroeconomic implications of RTAs/FTAs, and the possible development of a regional bond market.

11.
There was general agreement that these are worthwhile ideas to pursue. Support was expressed for the idea of mobilizing domestic savings and channeling them into productive activities. There was also support for a regional bond market that is transparent and market-based. The role of the government, it was felt, should be to serve as a catalyst and provide the necessary financial infrastructure to ensure efficient market functioning.

12.
Support was also voiced for the Finance Ministers' Process focus on SMEs and the grassroots economy and for efforts to curtail terrorism financing flows. To improve coordination between the two processes, APEC was urged to include business people from the finance as well as the industrial sector. The importance of coordination and avoidance of duplication was also stressed by several members. 

13.
There was general consensus that the proposed SOM Policy Dialogue on RTAs/FTAs would be useful both as an exercise in transparency and as a policy dialogue to help APEC advance towards the Bogor Goals. The meeting felt that it would be best to have the Dialogue one day before SOM II in order to enable Senior Officials to have time to prepare for the MRT and have the results of the discussion feed into the SOM process. It was also suggested that while the discussion would be primarily among APEC officials, the APEC Study Centres, PECC, and OECD be invited to join the Dialogue at some point to share the information and analysis they have compiled in this area.

14.
Dr. Viphandh Roengpithya, Chair of the APEC Business Advisory Council (ABAC), presented plans to make the ABAC dialogue with Leaders more meaningful and interactive. The event could begin with remarks by Prime Minister Thaksin Shinawatra of Thailand and the ABAC Chair, and then break into a cocktail reception format. Several economies made constructive ideas and suggestions, all of which would be taken into account in planning the event. 

15.
Thailand briefed the SOM about preparations for the AELM and presented a draft preliminary program which received much useful feedback. Several economies expressed the desire that Leaders be allowed more time at the Retreats for substantive discussion. Thailand welcomed the comments and agreed to take them into consideration.

16.
SOM had an initial exchange of views on possible deliverables for inclusion in the AELM Declaration to be issued in October 2003. 

17.
There was broad support for the priorities outlined by Thailand, viz:

· APEC Contributions to the DDA;

· Implementing the Tasking Statement and measures supporting the theme and sub-themes for 2003;

· Concrete progress on TILF/ECOTECH and the need to balance the two. The  development of a short list of APEC-wide ECOTECH priorities that would be implemented by all APEC fora and serve as inputs to the proposed Roundtable discussion with International Financial Institutions (IFIs);

· Close coordination with the Finance Ministers’ Process;

· Establishment of a sub-group on micro-enterprises to coordinate the development of a concrete action plan, taking into account the work being conducted by relevant APEC fora and other APEC stakeholders; and

· More interactive dialogue sessions between APEC Economic Leaders and ABAC. 

18.
SOM agreed that the AELM Declaration should not only be shorter, focused and implementation-oriented but also “leader-like” and visionary. It was also agreed that while it may be too early to discuss the substantive elements of the Declaration, it was useful to start early to derive a sense of the general direction. There was a suggestion that separate statements on specific areas/initiatives could be issued with a shorter and more succinct AELM Declaration to tie the various statements together. It was also suggested that APEC should build up to the year’s deliverables through a communications strategy based on the 2003 APEC theme and sub-themes. Towards this end, economies could work closely with the APEC Secretariat.

19.
The Chair expressed its appreciation for comments received.

20.
SOM would continue this discussion at SOM II.

V 
Implementation of Directives and Initiatives from the 10th informal APEC Economic Leaders’ Meeting and the 14th APEC Ministerial Meeting in Los Cabos, Mexico

1. Expansion of Trade and Investment

1.1 Strengthening the Multilateral Trading System

21.
SOM thanked the CTI Chair for her report on the CTI’s work in the area of strengthening the multilateral trading system, noting that it focused on two aspects, viz. capacity building and contributions to the WTO.

22.
SOM welcomed the progress made in implementation of the APEC Strategic Plan on WTO-related Capacity Building and noted its significant contribution to preparing developing APEC economies for the DDA negotiations.  Members welcomed two TILF-funded seminars on investment: one organized by Japan and China in Beijing on 14 and 15 April 2003, the other by Japan and Thailand in Bangkok on 20 May 2003.  These seminars are expected to contribute to better understanding of issues related to the prospective multilateral investment framework under the WTO.  Members expressed support for the Australian proposed “Workshop on Trade and Environment: Helping to Make the 5th WTO Ministerial Conference a Success”, to be held in Bangkok on 18-19 May 2003, as a worthwhile capacity-building project that would build a common understanding of trade and environment in the context of the WTO. It also took note of the Australian-funded seminars on Geographical Indications to be held in Bangkok and Beijing. SOM agreed to encourage economies to develop further capacity and confidence building activities to help developing economies in meeting their WTO obligations and understanding the technical issues.

23.
SOM reiterated commitments made by Ministers and Leaders in Los Cabos on the DDA mandates and the importance of a successful 5th WTO Ministerial Conference in Cancun and agreed that there should not be any further delay in meeting the DDA mandated deadlines. SOM agreed that the MRT would be an excellent opportunity for APEC Ministers to send a strong political message, in the run-up to Cancun, to give impetus to the WTO agenda. To achieve this, it was agreed that it would be important for Senior Officials to start thinking early and strategically about the MRT statement to be issued.  Several views were presented with regard to issues which APEC could focus on as contributions to the WTO. Suggestions included the need to highlight the importance of market access; the need for progress on rule-making issues including the WTO's anti-dumping discipline (AD) and investment; and the need to pay attention to the development dimension.

24.
SOM welcomed the successful conclusion of the Trade Policy Dialogue session on Trade Facilitation  that was held in CTI I and noted that this session showed how APEC’s work in the area could contribute to the WTO. The general thrust of the dialogue was to highlight the importance of moving forward in this area at Cancun, which SOM welcomes and believes could be important for developing the MRT statement.

25.
SOM also noted that the proposal to conduct a SOM Policy Dialogue to exchange views on RTAs/FTAs at SOM II was discussed and agreed during the SOM Retreat. The Policy Dialogue would provide an opportunity for SOM to discuss informally the policy implications of RTAs/FTAs. SOM agreed to the proposed agenda and structure as outlined in document 2003/SOMI/025 and looked forward to receiving from APEC economies their papers for the session. In this regard, SOM welcomed the CTI Chair’s offer to coordinate with her CTI colleagues on the agenda relating to the presentations on RTAs/FTAs by participating economies.

26.
SOM reiterated its strong support for rapid accession to the WTO by Russia and Viet Nam, which recognized the need for their active roles in the successful completion of the accession process.

27.
SOM agreed to Thailand’s proposal to reactivate the APEC caucus in Geneva as an informal forum where perspectives agreed by all APEC member economies are delivered and shared among APEC Geneva-based officials. It also agreed that Thailand would coordinate this process in its capacity as the 2003 APEC Chair.

1.2 Implementation of the Shanghai Accord

a) Pathfinder Initiatives 

28.
SOM took note of the CTI Chair’s report on the progress in the implementation of the TILF-related pathfinder initiatives endorsed by the 10th AELM in Los Cabos, Mexico. The CTI urged its sub-fora to map out concrete work plans to encourage wider participation of APEC members in these pathfinder initiatives. The CTI also agreed to work with its sub-fora to identify more pathfinder initiatives that would help APEC progress towards the Bogor Goals.

29.
The CTI Chair reported that the CTI had an initial exchange of views on the US paper on the “Leaders’ Pathfinder Statement to Implement APEC Policies on Trade and Digital Economy”. Members noted that the implementation work, which the paper foresees, is wide-ranging. They needed to consult their expert agencies before reverting with their detailed comments by 15 March 2003, so that agreement on plans for implementing the Leaders’ Statement can be reached by SOM II.

30.
SOM took note of the state of play and encouraged the expeditious and timely implementation of agreed initiatives by member economies/relevant fora for the purposes of reporting progress to the MRT through SOM II.
b) APEC Transparency Standards

31.       The CTI Chair reported that the Committee had extensive discussions on the US paper "Transparency by 2005: An APEC Transparency Strategy to Ensure Implementation of Leaders' Transparency Standards".  Work could commence immediately in the areas detailed in Annex A of the CTI Chair's Report to SOM (2003/SOM1/039) whilst for other proposals in the US paper, further comments from member economies to the US are expected by 15 March 2003. The CTI Chair highlighted the following areas:
· A CTI small group will assess the current IAP templates to see how they could be expanded to monitor the implementation of the transparency standards in individual economies. This should be completed by by 31 March 2003.

· CTI  recommends that SOM contact the Finance Ministers' Process to seek  feedback on how it will respond to the elements of the Statement in the areas under its responsibility.

· CTI recommends that a discussion of transparency provisions should be a component of the Policy Dialogue on FTAs/RTAs at SOM II.

· On capacity building CTI viewed that this should be demand-driven and that developing member economies needing assistance should articulate their needs specifically.

· CTI recommends that the results of APEC's work on transparency standards be effectively communicated to members of the public through products that allow the public to benefit directly from APEC's efforts to increase transparency in member economies.

32.
SOM took note of progress in implementation of the Leaders’ Transparency Standards and endorsed the work program submitted by the CTI. 

c) APEC Trade Facilitation Action Plan

33.
The CTI Chair reported on the progress achieved in the implementation of the APEC Trade Facilitation Action Plan endorsed in Los Cabos, viz:

· 13 economies have submitted initial selections of trade facilitation actions and measures;  

· CTI agreed that while it is difficult to establish only one approach for all economies and APEC fora, it is important that the specific actions and measures economies and fora take forward in this exercise be prospective ones, e.g., relevant sub-fora may consider adopting measures related to paper-less trading and standards as collective actions, so that they contribute to the substantial reduction in transaction costs by 2006 as mandated by Leaders in the Shanghai Accord;

· CTI agreed to task CTI sub-fora to continue the discussion intersessionally, to identify actions and measures from the action plan which would be implemented collectively and report back to CTI II;

· CTI had an exchange of views on how the benefits of selected trade facilitation actions and measures, particularly on the reduction in transaction costs, may be assessed and quantified. CTI agreed that while it may not be possible to develop a  single methodology to assess the benefits of all measures, assessment and quantification are important, and work to refine ideas on how to do this should proceed;
· Economies agreed to share their experiences on the strategy or approach they adopted to select measures to achieve the trade facilitation goals of substantially reducing transaction costs. At CTI I, the US presented a detailed cost-benefit analysis showing how they will achieve a significant reduction in transaction costs, increase border security pursuant to STAR, and create cost savings for the government. Australia and New Zealand offered to share their experiences at CTI II; and
· A capacity building project was approved intersessionally to take forward the implementation of the Trade Facilitation Action Plan. The project offers to provide expert assistance to requesting developing economies on selecting prospective measures and assessing how they will reduce transaction costs.
34.
SOM welcomed the progress achieved, in particular the number of submissions selecting trade facilitation actions and measures as a first step towards implementing the APEC Trade Facilitation Action Plan, and encouraged those economies who had not submitted their selection of actions and measures to do so. It also agreed on the need to expedite implementation of the Plan.

35.
SOM noted that while the 5% measurement is important, the focus should be on identifying and implementing the specific reforms that will reduce transactions costs to business. SOM agreed the Action Plan could create momentum toward a rules-based agreement in the WTO.

36.
SOM agreed with CTI that more information is needed to study the impact of terrorism on APEC's trade facilitation goals, noting the need for contributions of ideas from all economies.
d) Individual Action Plans

37.
The APEC Secretariat reported on the IAP Peer Review Sessions held on 18-19 February 2003. SOM endorsed the Reports of the IAP Peer Reviews for Australia, Canada and Thailand for public release and asked member economies to submit inputs to the APEC Secretariat for improving the process, suggesting that valuable input could be provided by experts assigned to prepare the IAP study reports of the respective economies under review. The APEC Secretariat also sought SOM comments for the further improvement of the IAP Peer Review process, and would compile these comments for the consideration by SOM at SOM II. The APEC Secretariat would consider member economies’ comments for the further improvement of the IAP Peer Review process in preparing the discussion at SOM II, particularly with a view to making constructive inputs to the mid-term review in 2005. 

38.
Chile, China and Peru volunteered their IAPs for Peer Review at SOM II in 2004.

39.
SOM welcomed the offers for IAP Peer Reviews and confirmed that the process should be completed by SOM I in 2005. Member economies are recommended to volunteer for their Reviews by then. 

40.
The APEC Secretariat explained its recommendation for a standard approach to be taken by the Review Team for the Study Report, and pointed out that the standard structure of the Study Report was already approved at CSOM.

41.
SOM endorsed the Secretariat’s proposal for the composition of the Review Teams for the IAP Peer Reviews for Hong Kong, China; Korea and New Zealand. The nomination by Singapore of two expert candidates to be added to the list of experts was also endorsed.

e) Collective Action Plans

42.
The CTI Chair reported that the Committee will continue to give priority to the revision and enhancement of Collective Action Plans (CAPs) in the various Osaka Action Agenda (OAA) issue areas. The CTI  will continue to work with its sub-fora to review the CAPs  by 2005. It was also agreed that Dispute Mediation would not be included in the CTI’s  agenda. 

43.
There was concern that some CTI sub-fora were not sufficiently in tune with instructions and requirements at the policy level. In this context, the Investment Experts Group (IEG) needs to work intersessionally to provide a thorough response to Ministers’ instructions to review progress made by member economies in implementing and improving the Menu of Options on Investment in 2003.

44.
The CTI Chair informed SOM that the Committee took note of Japan’s proposals on the “APEC IPR Service Center” and “IP Protection in APEC”, and Thailand’s proposal on facilitating developing member economies’ access to IPR registration of patents and trademarks.  Members reaffirmed the importance of IPR protection and noted the significance of the role of SOM and CTI in deciding upon the basic direction of formulating a comprehensive package for better IPR protection, which includes the proposal on the IPR Service Center, and obtain any needed inputs from relevant expert groups. The Intellectual Property Rights Experts Group (IPEG) will be tasked to study any technical aspects and report to CTI II.

45.
SOM endorsed the CTI 2003 Work Program and directed CTI to submit at SOM II a report including a forecast of TILF deliverables for 2003. SOM also welcomed and supported Vietnam’s proposal on “Strengthening APEC’s IPR Protection Capacity Building Programs to Support the Doha Declaration on TRIPs” and took note of its project proposal, namely the “APEC Training Program on the enforcement of IPR for APEC developing economies”. SOM agreed that this proposal should be duly considered at the next IPEG meeting in March 2003.

1.3 Other 2003 Work Program of the Committee on Trade and Investment

46.
Australia reported on the Seminar on Strengthening Economic Legal Infrastructure (SELI) which was held in Chiang Rai.  The seminar concluded that the SELI Coordinating Group has a key role to play in confidence and capacity building, advocacy and outreach, particularly selling the message to the broader APEC constituency on the importance of SELI, given its link to attracting foreign investment and contribution to economic development.  It was agreed that Australia and Japan, in consultation with other members, would develop a 2003 work program for SELI to address these issues. 

47.
Japan reaffirmed that SELI has played a very important role in strengthening the functioning of markets and in advancing trade and investment liberalization and facilitation. As Chair of the SELI Coordinating Group, Japan is of the view that business involvement in work related to legal infrastructure would be essential, and that Japan would make efforts to address various issues such as bankruptcy and competition laws.

48.
Given that the activities of SELI are related to the activities of other fora such as the Finance Ministers’ Process and Economic Committee (EC), Japan noted that the SELI Coordinating Group will coordinate its activities with APEC working groups and sub-fora, many of which are also pursuing structural reform and governance issues. This is to ensure complementarity in projects undertaken and to help sell the message on the need for continuing reform. 
49.
SOM endorsed the Terms of Reference for establishing the Life Sciences Innovation Forum (LSIF) in the CTI (Annex 3 to 2003/SOMI/039). The Forum, supported by an ad-hoc Planning Group, will bring together representatives of the government, private sector and academia to promote life-sciences innovation in support of human health in the region in accordance with the Ministers' and Leaders' mandate. SOM noted that the inaugural meeting of the Forum will take place in August 2003 and that work will begin intersessionally to develop the agenda, scope and operational structure of the Forum. 

50.
SOM took note of Indonesia's Non-paper on the Sustainable Use of Biodiversity. It agreed that Indonesia should prepare a detailed paper outlining the scope and modalities of the proposal for intersessional discussion, including consultations with the LSIF Planning Group, in time to report to SOM II. 
51.  
The United States thanked Indonesia for chairing the Automotive Dialogue and noted the importance of the auto sector in maintaining growth and prosperity in the region.  SOM recognized the importance of the automotive industry in the APEC region, and called on the Automotive Dialogue to develop a package of trade facilitation, market access, and industrial, economic and technical cooperation actions aimed at the further development and integration of the industry.

52. 
The United States briefed on preparations for the next Chemical Dialogue meeting and plans for a Globally Harmonized System (GHS) capacity building workshop hosted by Chinese Taipei in September, and highlighted the EU White Paper as an important economic and trade issue for APEC.  SOM noted the potential economic and commercial impact on all manufacturing industries of the EU's proposed legislation for chemicals and downstream products.  SOM encouraged continued individual and collective approaches by APEC on this issue.  SOM endorsed the GHS capacity building workshop by Chinese Taipei and noted the U.S. plan to support a similar workshop for Latin America.

1.4 Other Expansion of Trade and Investment Initiatives

53.
Japan suggested that APEC present its activities on structural reform as a major achievement to the public and the business community in the region. Australia, the United States and New Zealand welcomed Japan’s suggestion and recommended that these activities be packaged and/or profiled to make the message more effective. The United States suggested that SELI might help APEC take Japan’s proposal to integrate structural reform forward. New Zealand suggested that it might be desirable to include participation from other APEC fora as well.

54.
SOM agreed that Japan would further develop its proposal based on feedback from member economies. Australia also informed SOM of its plan to sponsor a structural reform seminar at SOM II.

55.
Russia offered to hold a trial seminar in September 2003 to explore the desirability of establishing a dialogue on non-ferrous metals. This seminar would comprise representatives from governments, the private sector and academia.

56.
SOM expressed interest in the idea and agreed that constructive suggestions made by several economies should be taken into account when preparing the trial seminar. It was suggested that Russia inform relevant APEC fora such as the Energy Working Group (EWG), including the Expert Group on Minerals and Energy Exploration and Development (GEMEED), about the details of its proposal. It was also agreed that the outcomes of the seminar should be reported to SOM.

2.
 Economic and Technical Cooperation (ECOTECH)

2.1 The SOM Committee on ECOTECH’s 2003 Work Plan

57.
SOM took note of the SOM Committee on ECOTECH (ESC) Chair’s Report to SOM (2003/SOMI/028) and endorsed the ESC 2003 Work Plan (2003/SOMI/027).

58.
SOM noted that it is important to rationalize APEC’s work so that given APEC’s limited resources, effectiveness can be improved. SOM endorsed a short list of APEC-wide ECOTECH priorities as a strategic roadmap for future ECOTECH work (2003/SOMI/022). SOM agreed that the establishment of a short list of APEC-wide ECOTECH priorities does not preclude conducting other ECOTECH activities and that the development of the list does not imply that the ESC has the authority to set priorities for other APEC fora. SOM instructed the ESC to examine previously agreed collective priorities with a view to taking the ECOTECH work even further. 

59.
SOM reaffirmed the importance of establishing mutually beneficial relationships with International Financial Institutions (IFIs) in order to leverage APEC-wide ECOTECH activities. SOM agreed that the short list of priorities would assist in conducting meaningful interaction with IFIs.

60.
SOM agreed to form a round table with IFIs to work together in areas of common interest. The round table could be held on the margins of SOM II or SOM III.

2.2
Biotechnology
61.
The United States briefed SOM on the outcomes from the 2nd High Level Policy Dialogue on Agricultural Biotechnology (HLPDAB) (2003/SOMI/026 Rev.1) which was held on 15 February 2003 in Chiang Rai, Thailand. The Dialogue agreed that the economies of APEC want to better utilize this technology to foster economic development. It was suggested that the future HLPDAB touch upon the commercial implications of agricultural biotechnology. The Dialogue agreed to establish a steering committee to set future directions for the Dialogue and to organize capacity building activities.  SOM welcomed the United States' briefing and Chile's offer to host the next Dialogue in 2004. 
2.3
APEC Food System
62.
The United States highlighted progress made with the APEC Food System (AFS) in 2002 and stressed that APEC should continue to address the AFS initiative. The United States will table a proposal concerning, among others, economies’ self-assessment of impediments to food trade at SOM II. Thailand reminded the meeting that Leaders reconfirmed their commitment to the AFS and encouraged member economies to implement the AFS more actively. SOM took note of the United States’ presentation and looked forward to a more concrete proposal at SOM II. The United States also noted the efforts in several APEC fora, notably the MRCWG and FWG, to address the potential for Invasive Alien Species to become trade barriers and threaten food security.  The United States called for other appropriate APEC fora to address this issue.  The United States will submit a concept paper at SOM II and welcomes input from other economies.  SOM welcomed these comments.
2.4
Health
63.
SOM took note of the presentation by the United States on public-private partnerships as an effective mechanism to improve  health. In the presentation, the United States urged all economies to take part in the continuing APEC health initiatives, particularly the Infectious Diseases Strategy as member economies work to combat diseases such as AIDS, tuberculosis and malaria. SOM also noted the hospital accreditation projects highlighted by Thailand.
2.5
Innovative APEC
64.
China together with Thailand put forward a paper on Innovative APEC (2003/SOMI/031) as an initial effort towards the development of a science and technology intermediary mechanism. This is in line with the APEC 2003 sub-themes of “Knowledge-Based Economy for All” and “New Growth Enterprises: SMEs and Micro Business.”

65.
SOM supported a proposed workshop to be co-hosted by China and Thailand in China prior to the AELM in October 2003. Further work on this initiative should be carried out for a more detailed project proposal.

3.
SMEs and Micro-enterprises

3.1 Sub-Group for Micro-enterprises Development

66.
Thailand highlighted the SME theme and sub-themes for 2003 as: Strengthening APEC Entrepreneurial Society - Entrepreneurship Development; Business Creation and Capital Formation for SMEs; and Capacity Building for SME Exporters.

67.
Thailand reported that during the 16th APEC SMEWG meeting, to be held in Genting Highlands, Malaysia on 24-25 February 2003, it is expected that the SMEWG will endorse the terms of reference for the Sub-group on Micro-enterprises. The first meeting of the Sub-group on Micro-enterprises will be held just prior to the 17th APEC SMEWG and the SME Ministerial Meeting in August 2003 in Chiang Mai, Thailand. SOM took note of Thailand’s report and supported the establishment of the Sub-group on Micro–enterprises. SOM welcomed the paper tabled by the United States entitled "Promoting Microenterprise in the APEC Region".  SOM also expressed concern that all SME activities within the APEC process should be well coordinated. This objective should also be reflected in the SME Ministerial Statement and in the AMM Statement.

68.       SOM recognized the importance of SME promotion activities to improve the investment environment in APEC as well as the development of micro enterprises.  In this context, SOM thanked Japan for its contributions, including an APEC SME Business Network Promotion Forum held last November in Japan, and noted Japan’s report on its Technical Assistance for SME promotion in East Asian countries (2003/SOMI/053). 

69.
SOM noted China’s report on the 3rd APEC Medium and Small Enterprises Technology Conference and Fair to take place during 6-10 June 2003 in Qingdao, China.

70.
SOM welcomed Chinese Taipei’s proposal for an APEC Symposium on “Best Practices for Financing Chains” (2003/SOMI/030).

4.  
Macroeconomic and Financial Issues

4.1 
The Economic Committee’s 2003-2004 Work Program

71.
The Economic Committee (EC) Chair briefed the meeting on the EC’s Work Program for 2003-2004, which will include the following research projects:

i)
2003 APEC Economic Outlook

- 
Chapter 1 on Regional Outlook and Prospects (EC Chair’s Office, APEC Secretariat)

- 
Chapter 2 on The Role and Development of Specialised Financial Institutions (Thailand) 

ii)
Corporate Restructuring Project (United States)

iii)
New Economy and KBE Issues

- 
Innovative Business Strategies and Firm Performance in the New Economy    (Canada);

-

Patterns and Prospects on Technological Progress in the APEC Region (Japan);

-
Mapping Singapore’s Knowledge-Based Economy (KBE) (Singapore);

-
Economic Contributions of R&D in Singapore (Singapore);

-
Development of Industrial Clusters towards KBE (Chinese Taipei); and

-
Construction and Operation of the Knowledge Clearing House (Korea).

iv)
TILF-related Projects

72.
The EC’s work program received wide support for the useful analytical studies the research projects provide. Several economies expressed support for the EC’s effort to highlight both the TILF and ECOTECH agenda and for the “bridging role” it plays with other APEC fora, particularly the APEC Finance Ministers’ Process. The EC’s Corporate Restructuring Project was viewed as particularly important in ensuring sustained economic growth in the region.

73.
The EC’s draft Work Program for 2003-2004 appears as document 2003/SOMI/032.

74.
The Meeting welcomed the EC Chair’s report and endorsed the EC’s Work Program for 2003-2004.

4.2
Social Impact of the Crisis

75.
SOM acknowledged work of the Social Safety Net Capacity Building Network (SSN CBN) and the report presented by Korea (2003/SOMI/008) and encouraged economies that have yet to appoint contact institutions to the Network to nominate them.

76.
SOM requested that the SSB CBN focus its efforts on workforce retraining in response to trade liberalization in line with the Bogor Goals. In this connection, SOM noted that the Lead Shepherd of the HRD WG has agreed to assess this issue, consult with the HRD WG, and report back to SOM.

5.  
Other Activities and Initiatives

5.1 Implementation of the Leaders’ Statement on Counter-Terrorism

77.
SOM welcomed the Counter-Terrorism Action Plan (2003/SOMI/009 Rev. 2) and reporting matrix prepared by Malaysia and the APEC Secretariat as the basis for reporting to the AELM in October 2003 (with a more detailed report to be submitted if necessary). Member economies indicated their commitment to implement the Action Plan. Economies are to complete the template as soon as possible and by SOM III at the latest. SOM expressed its appreciation for the Secretariat’s work in this regard.

78.
SOM acknowledged the need to protect free trade and the movement of people in an affordable manner and that implementation of the Action Plan could increase security and efficiency, thereby contributing to APEC's trade facilitation efforts, which aim to achieve a significant reduction in transaction costs (the goal being 5 %) by 2006. SOM noted the need to coordinate the implementation of APEC’s counter-terrorism work, including by working closely with other regional and multilateral fora and the need for the effective identification and delivery of capacity building.

79.
SOM approved the Terms of Reference for the Counter Terrorism Task Force (2003/SOMI/054 Rev.2) and noted that it would have a term of two years. The Task Force will hold its first meeting in the margins of SOM II in Khon Kaen, Thailand.  SOM nominated Indonesia and Japan to serve as Chair and Vice Chair respectively.  

80.
SOM thanked Thailand and the United States for organizing the Secure Trade in the Asia-Pacific Region (STAR) Conference to be held in Bangkok on 24-25 February 2003 (2003/SOMI/023 Rev.1).

81.
SOM noted Canada’s proposal to hold a training course on Anti-Money Laundering Policy Development (2003/SOMI/033) and thanked Canada for distributing a CD ROM of counter terrorism measures compiled by the G-8.

82.
SOM thanked Australia for its paper, The Costs of Terrorism (2003/SOMI/048 Rev.1). The paper highlights the significant economic impact of terrorism, particularly the costs of failing to take measures to prevent terrorism.    It also highlights the potential for some counter-terrorism measures to increase trade efficiencies and reduce business costs
83.
SOM noted the Philippines’ proposal to hold a High Level Meeting in Maritime Security in Manila in September 2003.

84.
SOM noted the forthcoming participation of the APEC Secretariat Executive Director at the forthcoming Special Meeting of the United Nations Counter Terrorism Committee on 7 March 2003.

85.
The United States reminded member economies of the ongoing capacity building programs in multiple APEC fora, notably, TEL, ESCG and ISTWG, to meet commitments on Cybersecurity and highlighted the United States' National Strategy to Secure Cyberspace (http://www.whitehouse.gov/pcipb/) launched by President Bush as a model program. 
5.2 e-APEC Strategy and Electronic Commerce Steering Group (ECSG)

86.
The Chair of the e-APEC Task Force sought SOM’s consideration of a proposal to invite PECC to monitor and report on the implementation of the e-APEC Strategy (2003  /SOMI/049). SOM approved the concept of working with PECC to monitor the implementation of the e-APEC Strategy by APEC fora and economies. A proposal for APEC funding for this initiative will be developed for consideration by the BMC.

87.
To assist with compiling Internet penetration data, the United States asked each economy to advise the TEL Chair of the name of a contact point.
88.
SOM welcomed the report of the ECSG, agreed to extend its mandate for a further two years and endorsed the proposed changes to the ECSG’s management structure and the establishment of a sub-group within the ECSG for managing data privacy work within APEC. SOM thanked Canada and China for co-chairing the ECSG for the past two years and welcomed the United States as the new Chair and Australia, China and Thailand as Vice Chairs.

89.
SOM agreed that the APEC Secretariat would compile the 2003 Stocktake of Electronic Commerce Activities in APEC and that a representative of the ECSG would attend the forthcoming meeting of the International Consumer Protection and Enforcement Network (ICPEN) in early April.

90.
SOM noted that the ECSG looks forward to formalizing the participation of the Global Business Dialogue on Electronic Commerce (GBDe) and ICPEN in its work and the need to build closer, and more timely, working relations with the OECD.

91.
SOM agreed to forward Mexico’s proposal for the 2nd High Level Symposium on e-Government to be held in November 2003 to the ECSG for its consideration.

5.3 Energy


92.
SOM noted the importance of a stable energy supply to economic growth, which was raised by Japan and the United States, and expressed its strong support for the Energy Security Initiative (ESI),  Japan’s report on the Energy Security Initiative (2003/SOMI/055) and the United States’ report on Strengthening Energy Security in the APEC Region (2003/SOM I/010). 

93.
SOM noted the need to accelerate the implementation of the ESI including Monthly Oil Data Initiative, Real-time Emergency Information Sharing, promoting cross border interconnectivity in electricity and natural gas, reinvigorating the Energy Business Network, sea lane security, Oil Supply Emergency Response including Oil Stockpile and improving energy efficiency.  

94.
SOM noted Korea's intention to submit a proposal on nuclear energy at EWG 25 in May 2003 and to hold a workshop on joint oil stockpiling at EWG 26 later this year.

5.4 APEC’s contribution to the World Summit on the Information Society (WSIS)

95.
SOM agreed that APEC should contribute its experience to the WSIS and agreed to work with  the TEL and other APEC fora such as the ECSG to prepare a report for the WSIS. SOM also noted Japan’s presentation on the outcomes of the Asia Pacific Regional Meeting of the WSIS held in Tokyo from 13-15 January 2003.

5.5
APEC Youth Science Festival


96.
SOM took note of China’s report on preparation for the 3rd APEC Youth Science Festival to be held in Beijing from 28 July – 4 August 2003 and urged all member economies to participate. The Festival would facilitate Science and Technology education among youth in the APEC region.

VI
Briefing on Upcoming Sectoral Ministerial Meetings in 2003

1.
Meeting of APEC Ministers Responsible for Trade (2-3 June 2003)

97.
Thailand presented a draft program for comment and explained their preparations to date for the MRT. The draft program proposes:

· Half day informal discussion among Ministers on 1 June;

· Ministerial Retreat on 2 June, with the keynote welcoming address by Prime Minister Thaksin Shinawatra; and

· Half day Plenary Session on 3 June.

Some economies noted the need for the program to leave more open time for bilaterals.

98.
Thailand also informed SOM of the future work schedule for the preparation of the MRT Statement, as follows:

· Invite inputs for the skeleton of the statement by 15 March;

· Circulate skeleton for further comment by the end of March;

· Circulate the first draft of the MRT Statement by early April; and

· Intersessional work to improve the MRT Statement.

99.
Thailand took note of comments made by member economies on their preparation.

VII
Management Issues

1. Budget and Management Committee (BMC)

100.
SOM welcomed Ms Flavia V. Farinetti of Mexico as the BMC Chair and Mr Soonthorn Chaiyindeepum of Thailand as the BMC Vice Chair for 2003. 

101.
The BMC Chair reported on the business transacted intersessionally by the BMC. SOM approved the requests for urgent funding of the following projects:

· CTI 29/2003T - Capacity Building under the Trade Facilitation Action Plan,

· CTI 28/2003T - Chemical Dialogue Capacity Building for GHS Project, and

· CTI 30/2003T - SCCP Program to Adopt the Principles of the Revised Kyoto Convention – Pathfinder Initiative.

SOM noted that the Project Overseers would submit slightly revised budgets for the latter two projects.

102.
SOM took note of the  reduction in funding by Japan of the TILF Special Account from April 2003. SOM instructed the BMC to take this into account in considering projects and to develop improved measures to manage more efficiently the projects under the TILF Special Account.

2. 
Report by the Executive Director of the APEC Secretariat
103.
The APEC Secretariat Executive Director reaffirmed the Secretariat’s commitment to provide performance accountability statements to SOM. The following points were highlighted from his Report (2003/SOMI/022).
104.
The APEC Secretariat continued to provide advisory and logistical support for the APEC process and is working very closely with the APEC 2003 SOM Chair’s Office on substantive, logistical and communications matters.

105.
As of 1 January 2003, decision-making authority on Non-Member Participation has been delegated to APEC fora on a trial basis until the end of 2005 and the Executive Director’s Report in Annex A keeps SOM informed on the issue.

106.
The Secretariat under spent by 28.2% of its 2002 budget, and returned 819,900 US dollars to APEC Central Funds. The approved 2003 budget is conservative and lean.

107.
In the context of the draft APEC Secretariat 2003 Operational Plan, the following Specific Output/Service Targets for 2003 were reported:

i) The Secretariat will continue to support and provide assistance to the implementation of the strengthened IAP Peer Review Process.

ii) The Secretariat will continue implementation of the APEC Communications and Outreach Strategy in 2003.

iii) The Secretariat will supplement existing APEC operational and project guidelines with additional policies and guidelines in the areas of communications, sponsorship and treatment of royalties.

iv) The Secretariat will closely coordinate with the Government of Singapore to ensure a well-planned and smooth official opening ceremony for the new Secretariat office that achieves maximum promotional and public relations benefit for APEC.

v) The Secretariat will continue implementation of processes certified under the ISO 9001: 2000 Quality Management System, and will review and assess towards the end of 2003 whether it would be appropriate to obtain ISO 9001: 2000 Quality Management System certification for further Secretariat processes.

vi) On Improving the Functioning of the APEC Secretariat, the Executive Director reported on action already taken, being taken or planned for the future.

108.
The Executive Director reported on staffing developments and reiterated that, with the cooperation of member economies, the Secretariat will endeavor to manage staff turnover so as to avoid altogether or minimize disruption to the Secretariat’s work in 2003 and beyond. The Secretariat sought member economies’ cooperation in seconding their best human resources to support the APEC process.

109.
SOM welcomed Ambassador Mario Artaza of Chile as the new Deputy Executive Director of the APEC Secretariat.

110.
SOM noted the Report by the Executive Director of the APEC Secretariat and the information on Non-Member Participation Decisions as delegated to APEC Fora. SOM also thanked the Secretariat for its efficient use of APEC financial and human resources.

111.
SOM endorsed the 2003 APEC Secretariat Operational Plan.

VIII
Other Follow-up Matters
1.
Taking Note of Reports from Committees and Fora

1.1 Follow-up on Auto and Chemical Dialogue
112.

SOM noted document 2003/SOMI/043 without discussion.

1.2 APEC EC Corporate Restructuring Project
113.
SOM noted document 2003/SOMI/012 without discussion.
1.3 OECD/APEC Global Forum on the Digital Economy

114.
The Executive Director of the APEC Secretariat introduced document 2003/SOMI/029 on closer collaboration with PECC and PBEC. SOM noted documents 2003/SOMI/013 and 2003/SOMI/029.
1.4 APEC Sister Schools Networking

115.

SOM noted document 2003/SOMI/014 without discussion.

1.5 APEC Human Capacity Building Promotion Program

116.

SOM noted document 2003/SOMI/015 without discussion.

1.6 Report by Agricultural Technical Working Group (ATCWG)

117.
SOM noted document 2003/SOMI/016 without discussion.

1.7
Symposium on Movement of Natural Persons

118.
SOM noted Japan’s plan to hold a Symposium on Movement of Natural Persons on 19 March 2003 in Tokyo (2003/SOMI/017). 

1.8
The Economic Contributions of Women and Men in APEC Economies:

         The Need for Sex-disaggregated Data.

119.
SOM noted document 2003/SOMI/018 without discussion.

2.
Update from Official Observers  

120.
SOM welcomed the update from the representative of the Director General of the Association of South East Asian Nations (ASEAN).

121.
SOM welcomed the update from the Secretary General of the Pacific Economic Cooperation Council (PECC).

3.
Classification of Documents 
122.
SOM approved the classification of documents as appears in document 2003/SOMI/000. SOM agreed with Japan’s request to release to the public document 2003/SOMI/055. 
IX
Adoption of Chair’s Summary Report

123.
The Chair's Summary Report was adopted on the basis of consultations with all member economies. 

124.
The SOM noted that the less paper system returned savings of approximately 40% from the average paper usage at SOM meetings. The system will continue to be utilized throughout SOM meetings in 2003. 
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