PAGE  
15

(Final: 23 June 2003)

ASIA-PACIFIC ECONOMIC COOPERATION

SECOND SENIOR OFFICIALS’ MEETING

FOR THE FIFTEENTH APEC MINISTERIAL MEETING

Khon Kaen, Thailand

29-30 May 2003

CHAIR’S SUMMARY CONCLUSIONS

1. The Second Senior Officials Meeting (SOM II) for the Fifteenth APEC Ministerial Meeting was convened in Khon Kaen, Thailand on 29 -30 May 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 of America 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 the Vice-Chair of the 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) International Secretariat 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.  It was observed that during the preceding two days, Senior Officials had some very productive and stimulating discussions at the SOM Policy Dialogue on Regional Trading Arrangements/Free Trade Agreements (RTAs/FTAs) and at the SOM Retreat. 
II
Adoption of Agenda 





      

3. The Agenda was adopted and appears as Annex II.

4. The meeting agreed to New Zealand’s request to discuss the issue of the 4th APEC Ministers’ Meeting on Regional Science and Technology Cooperation under agenda item VI Preparations for Upcoming Sectoral Ministerial Meetings.
III
Business Arrangements  

5. The Chair announced the business arrangements for the meeting.

IV
Key Outcomes of the SOM Retreat  



    
6. Senior Officials had a useful exchange of views on work for this year.  The Chair outlined the key outcomes of the SOM Retreat as follows: 
· Senior Officials noted the report made by the Chairman of the APEC Business Advisory Council (ABAC) on the ABAC 2 meeting which was held in Tokyo, Japan in May 2003 in the midst of the SARS scare.  The meeting produced five key messages that ABAC wished to convey to APEC Economic Leaders through the Meeting of APEC Ministers Responsible for Trade (MRT).  They are: 1) APEC must remain committed to free and open trade and the Bogor Goals; 2) APEC must address security by facilitating trade and investment; 3) capacity building is key to achieving balanced and equitable growth; 4) APEC must address good corporate governance; and 5) APEC should be business-friendly.  The ABAC Chair also presented a format for the Leaders’ Dialogue with ABAC that would be spontaneous, non-discriminatory, and encourage maximum exposure of leaders to ABAC members.
· Senior Officials praised the ABAC Chair’s leadership for ABAC’s sharper focus in terms of their recommendations and greater convergence with the agenda of APEC Senior Officials.  They agreed on the need for APEC fora to give due consideration to the ABAC recommendations in their work programmes.  Senior Officials were receptive of the proposed new format intended to stimulate genuine dialogue.  It was suggested that ABAC fine-tune the format and circulate the details in writing so that the proposal may be forwarded to Leaders for consideration.  The issue will be revisited at SOM III.  In light of ABAC’s useful contributions, several economies felt that in addition to its advisory role, ABAC could play a more active role in implementation especially of capacity building and communications and outreach.

· Thailand presented for member economies’ consideration the revised programme for the Eleventh APEC Economic Leaders’ Meeting (AELM) and the Fifteenth APEC Ministerial Meeting (AMM), which has taken into account points raised at SOM I.  There are now two Leaders’ retreats for a total time of 3 hours and 15 minutes.  It was proposed that the group photograph be arranged into 2 rows according to Leaders’ height to make for a more aesthetically pleasing composition.  Thailand will also introduce revised seating plans, which would maximize interaction among Leaders over the four formal occasions they will meet.

· Economies welcomed the changes but noted that some Ministers might not be able to attend the dinner on the evening of 18 October 2003.  Thailand agreed to take this into consideration and present a revised programme at SOM III.  It was also agreed that the AMM press conference would be conducted by the Thai ministerial co-hosts.

· On expected deliverables, there was broad consensus that the AELM Declaration should be leader-like and visionary for maximum media impact.  A statement(s) on current issue(s) worthy of a Leaders’ pronouncement could be issued separately if Leaders agreed.  A Chairman’s Summary on actual proceedings of the Leaders’ Retreat could be prepared on the spot by the SOM Chair and read by the AELM Chairman to the media, taking into account the need for confidentiality on sensitive issues.  It was proposed that, given the media-oriented nature of the event, there might not be the need for a comprehensive Leaders’ Declaration.  The AMM Joint Statement, on the other hand, could go into as much detail as necessary to serve as a tasking statement to guide APEC’s work.  Thailand took note of the various comments and suggestions, and proposed that economies consult with their Leaders and revisit the issue at SOM III.  SOM agreed to continue its discussion on these issues intersessionally.
· On the MRT Statement, economies concurred that it was important for the MRT to send a strong political message in support of the WTO Doha Round.  It was noted that the MRT Statement should be at least as ambitious as that issued at the Puerta Vallarta MRT or the OECD and G8 statements on the Doha Round, though some cautioned against overreaching.  It was also noted that other important issues such as the Severe Acute Respiratory Syndrome (SARS) and SMEs could be mentioned in the MRT Statement.
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
7. SOM considered the CTI Chair’s Report (2003/SOM II/043 Rev. 1) and approved the recommendations contained therein.  

1.1 Strengthening the Multilateral Trading System 
         
8. Senior Officials agreed that the MRT Statement should send a strong political message in the run-up to the 5th WTO Ministerial Conference (WTO MC) in Cancun, Mexico to give impetus to the WTO Doha Round.  Japan noted the diversified interests of APEC member economies in the Doha Round and stressed the importance of the balance on market access and strengthening rules such as anti-dumping, investment, trade facilitation and other Singapore issues.
9. The meeting welcomed implementation of the APEC Strategic Plan on Capacity Building related to implementation of the WTO Agreements and the Doha Development Agenda Negotiations.  The meeting also welcomed the publication on APEC’s WTO Capacity Building Activities prepared by Canada for presentation to the MRT.  SOM also took note of the recently concluded Seminars on Trade and Investment and Trade and Environment.  

10. The meeting encouraged the CTI to cooperate further with international organizations such as the WTO, World Bank and the Asian Development Bank in terms of identifying priority areas of cooperation.

11. The meeting noted that due to SARS and the Iraqi situation, the meeting of the APEC Caucus in Geneva had to be postponed.  However, the caucus will be convened shortly after SOM II and the MRT.  Senior Officials encouraged intensification of discussions amongst officials in capitals and Geneva as preparations for the 5th WTO MC gets underway.

12. Senior Officials had a very useful and rich discussion during the SOM Policy Dialogue on RTAs/FTAs which provided a forum for an open and frank exchange.  The Chair thanked Australia, Canada, Chile, Japan, Korea, Mexico, New Zealand, Singapore, and the United States for the excellent presentations on their regional and bilateral free trade agreements, as well as the CTI Chair for coordination of the fact sheets on those agreements.  Senior Officials also expressed appreciation to representatives from the ASEAN Secretariat, PECC, Finance Ministers’ Process Technical Working Group, APEC Study Centres Consortium (ASC), ABAC and the OECD whose presentations and recommendations contributed to the success of the SOM Policy Dialogue.  Singapore proposed the concept of a pathfinder initiative on RTAs/FTAs to progress movement towards the Bogor Goals.  The meeting agreed that the issue of RTAs/FTAs should remain on APEC’s agenda and that there should be follow-up discussions at SOM III possibly on FTAs currently under negotiation.  Senior Officials would consult intersessionally on implementation of this exercise.
1.2 Implementation of the Shanghai Accord

a)
 Pathfinder Initiatives 




     
13. Senior Officials thanked the CTI and its members for their work in progressing the implementation of the various TILF-related pathfinder initiatives.  The meeting welcomed the implementation plans that have been developed for the Unilateral Advance Passenger Information (API) System; Revised Kyoto Convention on the Simplification and Harmonization of Customs Procedures; and Electronic SPS Certificates pathfinder initiatives.

14. Senior Officials discussed the two United States papers on Leaders Digital Economy Pathfinder Statement: Next Steps and Leaders' Digital Economy Pathfinder Statement: US Proposals for Future Work.  Senior Officials endorsed the "Next Steps" for submission to the MRT, taking into account the requests by some participating economies for flexibility in the implementation and indications of willingness by non-participating economies to consider taking part in some of the initiatives listed in the papers.  Senior Officials noted that a capacity building workshop on trade and the digital economy would be held in conjunction with SOM III for representatives from relevant fora as well as the business sector.   
15. Senior Officials noted the proposal for a Digital Piracy Initiative and agreed that while consultations to finalize the proposals would continue intersessionally, work to develop best practices could begin, including a request to the Intellectual Property Experts’ Group (IPEG) to provide technical inputs to the process. 

16. In terms of possible new pathfinder initiatives, Senior Officials endorsed Thailand’s proposal for a Sectoral Food MRA.  They took note of the United States’ proposal to encourage APEC members to consider acceding, on an all cargo-only basis, to the Multilateral Agreement on the Liberalisation of International Air Transport (MALIAT) that was signed by Brunei Darussalam, Chile, New Zealand, Singapore and the United States in May 2001.  One economy suggested that the proposal be discussed at the Transportation Working Group (TPT).

17. The APEC Secretariat was requested to compile a list of pathfinder initiatives and participating member economies.  This would be provided to member economies intersessionally.  

b) APEC Transparency Standards 



     

18. The meeting approved the work plan to implement the Leaders’ Transparency Standards Statement and agreed to forward it to the MRT for endorsement.  It noted that a number of the CTI sub-fora had already begun discussing proposals for transparency standards in their respective areas and looked forward to receiving the final proposals for incorporation into the Leaders’ Declaration in October 2003, as appropriate.   It also took note of the work in progress to determine how elements of the Transparency Standards could be reflected in the IAPs. 

c) APEC Trade Facilitation Action Plan 


     
19. The CTI Chair reported on the work undertaken by the CTI and its sub-fora in taking forward the implementation of the APEC Trade Facilitation Action Plan (TFAP), highlighting in particular: 

· submissions of a selection of concrete actions and measures to facilitate trade by all 21 economies;

· presentations by 5 economies on selected trade facilitating actions and measures they are undertaking, and the cost reductions to business associated with their actions;

· development of capacity building projects to assist developing economies with the implementation of trade facilitation actions and measures;

· endorsement in principle of a proposal for promoting understanding of various methodologies in measuring transaction cost and promoting the development of the most effective measures and actions in implementing the Trade Facilitation Action Plan;
· collaboration with the Economic Committee (EC) on a project to identify a methodology that measures APEC’s target of reducing trade-related transaction costs by 5 percent;

· need to communicate APEC trade facilitation achievements more widely; 

· agreement to invite a World Customs Organization (WCO) expert to CTI 3 to present its survey on the time required for the release of goods, as one possible proxy to measure the reduction in trade transaction costs; and

· agreement to recommend to SOM language for inclusion in the MRT Statement.

20. Senior Officials welcomed the progress achieved, especially the completion of the economies’ exercise to identify actions and measures from the TFAP menu.  Senior Officials agreed that it would be important for relevant fora and CTI sub-fora to also select actions and measures which can be pursued as a collective action or pathfinder initiative and encouraged them to do so.   

21. SOM endorsed the following language proposed by the CTI for inclusion in the MRT statement:

“Ministers emphasised the importance of APEC trade facilitation work to achieve the Bogor Goals and welcomed progress made so far on the APEC Trade Facilitation Action Plan (TFAP), including identifying a menu of concrete measures to facilitate trade.  They acknowledged the successful outcome of the Trade Policy Dialogue on Trade Facilitation, and encouraged member economies to share experiences further to identify best practices.

Ministers called for further work to be carried out on the implementation of the TFAP, recognising the importance of achieving concrete and measurable results in this area and in engaging the business community.  They encouraged member economies to continue to identify and undertake work that would build on the existing knowledge base on trade facilitation, including on how to measure, monitor and reduce transaction costs, and to continue to pursue confidence and capacity building projects that would encourage and assist in the implementation of trade facilitation initiatives in individual member economies.  In this context, Ministers welcomed a number of project proposals put forward by member economies to pursue a clear and rigorous mechanism to monitor and measure the progress in implementing trade facilitation initiatives.  Member economies will report progress in the template that Ministers endorsed in October 2002 to highlight trade facilitation measures in the Individual Action Plans.  They also called on officials and economies to continue to work towards realizing APEC’s goal of 5 percent cost reductions across the APEC region by 2006.  They asked that Senior Officials report progress on the TFAP to the APEC Ministerial Meeting in October 2003.”  

d) Individual Action Plans 




    

22. The Executive Director of the APEC Secretariat presented a revised report on Improvements to the IAP Peer Review Process which was based on comments received from member economies.  The meeting welcomed the APEC Secretariat’s report.  

23. Russia volunteered to have its Peer Review session at SOM I in 2005.

24. Concern was raised over the large number of IAP Peer Review sessions to be held at SOM I in 2005 which could heavily tax the meeting.  The APEC 2005 Year host economy sought the understanding and cooperation of economies on possible rescheduling of their IAP Peer Reviews.  

25. Member economies commented on the need to strengthen the pool of Experts possibly through assistance from ASC and ensure that Experts performed their roles to the satisfactory high standards expected.   

26. Several economies stressed the necessity of completing the first round of IAP Peer Reviews on time since the strengthened IAP Peer Review Process is intended to form the basis for the 2005 mid-term stock-take.  The methodology for feeding the outcomes of the IAP Peer Review sessions into the mid-term stock-take needs to be discussed beginning at SOM III.  The issue of work post-2005 may also need to be considered.  

27. Senior Officials directed the APEC Secretariat to intersessionally propose a set of revised Guidelines reflecting the discussion at this meeting and mandated the Secretariat to undertake necessary actions in the interim to facilitate the IAP Peer Reviews at SOM III without having to wait for the revised Guidelines to be approved.  Senior Officials confirmed the deadline for the submission of year 2003 IAPs as being 17 September 2003, with the understanding that there will be two new items to be reported, namely the APEC Food System and Trade Facilitation.
e) Collective Action Plans  




   

28. The CTI Chair reported on discussions at the CTI and its sub-foras on Collective Action Plans (CAPs).  The CTI Chair also reported on Australia's review of all reporting responsibilities for the purpose of streamlining and rationalizing reporting requirements. The CTI Chair referred the IPR Service Centre proposal for Senior Officials' consideration.  The Comprehensive Strategy for IPR Protection in APEC was tabled for Senior Officials endorsement of its general direction.  The CTI Chair also advised SOM that CTI had discussed the Declaration on Governments’ Use of Computer Software adopted by IPEG.  As some CTI members suggested changes to the text adopted by IPEG, a revised version was sent by CTI to IPEG for its consideration.
29. Japan presented a revised proposal for the establishment of IPR Service Centres, implementation of which is subject to the discretion of each member economy, though the nature of the proposal remains unchanged as a CAP. 

30. The CTI Chair also sought endorsement of the forecast of 2003 TILF deliverables for inclusion in the SOM Chair’s Report to the MRT.

The meeting:

· Noted the Report by the CTI Chair for the implementation of CAPs and urged CTI sub-foras to give priority to enhancing CAPs for achieving trade and investment liberalization and facilitation;

· Endorsed the CTI’s request for rationalizing reporting requirements, as proposed;

· Endorsed for submission to the MRT, establishment of IPR Service Centres as a CAP, implementation of which is subject to the readiness of each member economy;

· Endorsed the forecast of 2003 TILF Deliverables for submission to the MRT;

· Endorsed Japan’s proposal to develop a Comprehensive Strategy for IPR Protection in APEC for endorsement by  the AMM in October 2003; and  

· Noted the Thai proposal on IP registration for further discussion at the July 2003 IPEG meeting.    

1.3 Strengthening the Functioning of Markets  
 
 
      

31. Japan briefed Senior Officials on the latest developments regarding the Strengthening Economic Legal Infrastructure (SELI) Coordinating Group.  

32. Australia reported the successful completion of two seminars on commercial law, held recently in Jakarta, Indonesia and Bangkok, Thailand on 7-9 May and 19-20 May 2003, respectively.  Another commercial law seminar will be held in Shanghai, China in late August or early September 2003.  

33. The meeting noted the new Japanese-funded project on Capacity Building for Implementing Accounting Systems to be conducted in Thailand, tentatively in October 2003, aimed at developing the capacity of auditors and bookkeepers.    

34. The meeting welcomed Japan’s study on Debt Collection Litigation/Arbitration in APEC Economies to improve enforcement on legal systems pertaining to insolvency law.
35. The Philippines commended the work of the SELI Coordinating Group under the chairmanship of Japan.  The Philippines also expressed its interest in hosting various SELI programmes especially the APEC Training Programme on Competition Policy. 
36. The United States and Korea informed Senior Officials of the plan to convene a seminar/conference on corporate restructuring around November 2003.

37. Senior Officials noted the report of the SELI Coordinating Group presented by Japan including the study on debt collection, and thanked Australia and Japan for conducting various SELI activities prior to SOM II, including the commercial law seminars.

1.4 Other Expansion of Trade and Investment Initiatives 

38. The CTI Chair reported on the outcomes of the 2nd Chemical Dialogue, held 22-23 May 2003, noting that it made good progress on the Globally Harmonized System and on the EU Directive known as REACH (Registration, Evaluation, and Authorization of Chemicals).  The Dialogue issued a collective comment to the EU.  The Dialogue has drafted language it would like to see in the MRT Statement on the EU REACH proposal and the Doha Round.

39. Several economies had reservations about the proposed language in the MRT Statement regarding consideration of chemicals as a sector of interest in the Doha Round.   Consultations are continuing on the proposed compromise language, as follows:  “Ministers noted that representatives of the Chemical Dialogue at its 22- 23 May meeting in Khon Kaen stressed that chemicals are a sector of interest in the WTO non-agricultural market access negotiations, recognizing that APEC economies would have the flexibility to move according to their needs.”

40. Senior Officials took note of the report by Indonesia on the February 2003 Bangkok Automotive Dialogue (AD) Steering Committee meeting, attended by 85 public and private sector representatives. They noted the Dialogue’s work in advancing the automotive trade liberalization, in particular the initiatives in Customs and technical regulation harmonization. The Dialogue urged all economies that have not fulfilled their annual obligations to the Dialogue to do so and recommended the establishment of a permanent Secretariat, an issue which will be discussed at the Dialogue.  Due to SARS, the 5th Automotive Dialogue was postponed from April 2003 in Shanghai, China to 23-27 June 2003 in Honolulu, the United States.

41. The United States submitted a discussion paper on a voluntary standstill on new protectionist measures in the automotive sector. While there was no consensus by Senior Officials to recommend the proposal to the AD, it was suggested that AD members themselves could raise it if they wish.

42. Senior Officials welcomed the progress and plans underway to convene the inaugural meeting of the Life Sciences Innovation Forum on the margins of SOM III.

43. Japan briefed the meeting on Structural Reform: Japan’s Efforts and the Role of APEC. The presentation highlighted recent action on structural reform adopted by Japan, which is based on four pillars i.e. (i) revitalization of finance and industry; (ii) government spending reform; (iii) tax reform; and (iv) regulatory reform.  It was emphasized that the first and fourth pillar of Japan’s structural reform will have positive effect on the work of APEC in trade and investment liberalization and facilitation.

44. Japan emphasized that structural reform is one of the important tasks for all member economies and the APEC process itself.  Japan recommended that SOM instruct all relevant fora and request the Finance Ministers’ Process to discuss future work on structural reform and report back to SOM III.  In addition, SOM should pursue a Structural Reform Action Plan as one of the deliverables for 2003 Leaders’ meeting.

45. Japan elaborated that it is not the intention to request fora to conduct economy presentations/reviews on structural reform.  Relevant fora are recommended to discuss activities and/or collective actions in regard to structural reform, report progress in this area and develop future plans of action on structural reform.  On the Structural Reform Action Plan, Japan suggested a decentralized approach to allow relevant fora to consider the proposal.   

46. Australia briefed SOM on outcomes of the Structural Reform Seminar which was held on 23 May 2003 at the margins of SOM II.  The seminar was useful in showcasing structural reform efforts in different economies and also discussed the impact of structural reform i.e. productivity gains as well as transitional costs of reforms.  The seminar also discussed how to elevate and move forward competition policy, regulatory reform and the structural reform agenda in APEC. 

47. SOM supported the proposal in regard to seeking contribution by relevant APEC fora and the Finance Ministers’ Process on structural reform, and agreed to further develop a Structural Reform Action Plan as a possible deliverable for Leaders in 2003.

48. Senior Officials noted Japan’s report on the results of the Symposium on Movement of Natural Persons held on 19 March 2003 in Tokyo.  The symposium reflected growing interest in the issue in relation to WTO and bilateral FTA discussions.  The WTO Secretariat, the Informal Experts’ Group on Business Mobility (IEGBM) Chair and representatives from APEC member economies attended.   Several economies including Japan emphasised the importance of discussing trade in health services at the margins of SOM III.  

49. Indonesia reported progress concerning its proposal on the sustainable use of biodiversity and tabled a revised proposal which incorporated member economies’ feedback to hold a workshop together with Australia where APEC could provide an opportunity for representatives from governments, scientific institutions and the business sector to exchange views on relevant best practices in biodiversity and implications on trade.  Many economies welcomed and expressed their willingness to take part in the workshop.  

50. Senior Officials took note of Indonesia’s report and welcomed the holding of a workshop on sustainable biodiversity.

51. The United States drew the attention of member economies to the difficulty and cost of dealing with problems caused by invasive alien species (IAS).  It also highlighted that IAS have significant implications for trade.   The United States suggested that APEC deal with the issue in terms of both capacity building and trade facilitation.  It proposed that APEC hold a workshop in 2004 where economies could discuss the IAS issue within the context of trade.  The Philippines stressed that APEC should approach the issue on the basis of transparency and scientific evidence.  Another economy pointed out the importance of the precautionary approach stipulated in various multilateral environmental agreements. 
52. The meeting welcomed the United States’ proposal and agreed that the proposal should be further developed.

2. Economic and Technical Cooperation (ECOTECH)
a. The SOM Committee on ECOTECH (ESC) 2003 Work Plan

53. The meeting commended the ESC Chair for his enthusiastic chairmanship of the ESC.  Senior Officials took note of the ESC Report on progress made in implementing the 2003 Work Plan with respect to evaluation, the status of ECOTECH Action Plans and the development of relationships with international organizations and the business sector.  SOM encouraged the ESC to continue its work in these areas and to have them reflected in the annual APEC Senior Officials Report on ECOTECH. 

54. Senior Officials took note of preparations for the APEC/International Financial Institutions (IFIs) Roundtable discussion on Economic and Technical Cooperation to take place on the margins of SOM III in August 2003 in Phuket, Thailand.  SOM commended the ESC, the APEC Secretariat, Canada, Thailand, the Counter-terrorism Task Force (CTTF), and the Social Safety Net Capacity Building Network (SSN-CBN) for their efforts in drafting relevant papers for the Roundtable.  Senior Officials encouraged all economies, committees and relevant fora to participate in efforts to build partnerships between APEC and IFIs in areas of common interest in line with the short list of ECOTECH priorities endorsed at SOM I.

b. APEC Food System 

55. On the APEC Food System, the United States proposed that APEC develop a mechanism for self-assessment of member economies’ impediments to trade in foods.  It proposed that Agricultural Technical Cooperation Working Group (ATCWG) consider these assessments.  The United States suggested that APEC begin to consider the possibility of having APEC Agricultural Ministers Meetings.  

56. Several economies expressed support for the United States’ proposal.  An economy expressed its concern that such a proposal would overlap activities of other international regimes.   Other economies proposed to defer the relevant decision to SOM III after member economies and related APEC fora such as the ATCWG have had adequate discussions on this matter.  

57. Senior Officials took note of the United States’ proposal and agreed to request that ATCWG consider the United States’ proposal and report to SOM III. 

58. Chinese Taipei reminded the meeting that member economies were expected to report their progress on implementation of the AFS through the IAPs from this year onwards and suggested that APEC should make the best use of the IAP mechanism.

c. Innovative APEC

59. Senior Officials noted the progress report by China on the innovative APEC proposal.   Member economies supported the proposal which is in line with the 2003 sub- theme of Knowledge-Based Economy. 
60. Some member economies suggested that the scope of the areas of cooperation could be narrowed down.  Further work would be carried out by the Industrial Science and Technology Working Group (ISTWG). 
3. Macroeconomic and Financial Issues
3.1
Economic Committee (EC) 




    

61. The EC Chair briefed the meeting on the progress of project implementation under the committee’s 2003-2004 Work Program.  These projects include:

· 2003 APEC Economic Outlook

· Chapter 1:  Regional Economic Performance and Prospects (EC Chair’s Office, APEC Secretariat)

· Chapter 2:  The Role and Development of Specialized Financial Institutions (Thailand)

· Corporate Restructuring Project (USA)

· New Economy / KBE Issues

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

· Patterns and Prospects of Technological Progress in the APEC Region (Japan)

· Mapping Singapore’s KBE (Singapore)

· Economic Contributions of R&D in Singapore (Singapore)

· Development of Industrial Clusters towards KBE (Chinese Taipei)

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

· TILF-related projects

· Development of a common methodology to measure reductions in transaction costs (Canada)

· Follow-up study on “The Impact of APEC Investment Liberalization and Facilitation” (Japan)

· Measuring the Impact of APEC Trade Facilitation:  A Gravity Analysis (Korea)

62. The meeting noted with appreciation the EC Chair’s progress report (2003/SOM II/034), and endorsed the EC’s new initiatives, namely, Japan’s proposal to include in the APEC Economic Outlook individual reports on member economies’ policies on and progress towards structural reforms, and Canada’s proposal to develop a common methodology to measure reductions in transaction costs.  

63. The meeting also took note of the report of the United States on preparations for the APEC High-Level Conference on Corporate Restructuring, which has been postponed from its original date of 19-20 June 2003 to a later date in 2003, still to be held in Seoul, Korea.

3.2  
Social Impact of the Crisis




       

64. Senior Officials took note of the report of the Human Resources Development Working Group (HRDWG) Lead Shepherd on the work of the Labour and Social Protection Network and its future work programme relating to workforce retraining in response to trade and investment liberalization in APEC.

65. Senior Officials endorsed the Work Plan of the SSN-CBN and called upon the lead institutions to implement the Work Plan.

66. Senior Officials called upon the HRDWG and SSN-CBN to work together to come up with useful and practical projects to address the issue of workforce retraining.

67. Senior Officials called upon economies that have yet to nominate lead institutions for the SSN-CBN to designate the lead institutions.
4.  Other Activities and Initiatives
4.1
APEC Response to SARS




    

68. Member economies and APEC fora presented reports on the impact of SARS.  Members expressed appreciation to Canada and Thailand for taking the lead in the preparation of the APEC Action Plan on SARS. 

69. Senior Officials commended the efforts and courage that member economies affected by SARS have shown in tackling SARS.  Affected economies expressed their appreciation to the bilateral assistance rendered by other economies, such as that from the Japan, Singapore and the United States.

70. Senior Officials noted that SARS is more than a health issue as it has also severely affected the conduct of business and the international economic environment.  They emphasized the importance of timely information sharing, transparency, and cooperation among members in addressing the effects of the SARS.  Restoring public confidence is paramount so that business returns to normalcy.  Senior Officials agreed that the MRT Statement should include a strong message on the commitment to maintaining business mobility and facilitating trade, without compromising health.

71. Members agreed that APEC has a very important role in dealing with the SARS problem.  Regional cooperation is needed and members stressed the necessity of collective actions in a diligent and disciplined manner.  The actions taken so far illustrate that APEC is being responsive to this regional crisis.  Action taken so far by APEC will also ensure that APEC is well prepared for similar challenges in the future.

72. Thailand confirmed the date of 28 June 2003 for the APEC Health Ministers Meeting in Bangkok which will focus on how APEC can add value.  In preparation of the said meeting, Thailand also proposed to host a Special Senior Officials Meeting on 27 June 2003, to be attended by all APEC Senior Officials plus Senior Health Experts.  The agendas and programmes of the said meetings have been circulated to member economies for comment.  Thailand encouraged members to do their utmost to send their Health Ministers or highest ranking senior officials to attend the said ministerial meeting.   

73. Senior Officials welcomed the reports from various economies on their responses to SARS.  They also welcomed Canada’s report on the Economic Impact of SARS on Tourism in Seven Selected APEC Member Economies.  Senior Officials endorsed the CTI’s report on its proposed responses to SARS, noted the EC’s report on the Economic Impact of SARS and referred the Industrial Science and Technology Working Group’s Report on Action Plan on SARS to the Special Senior Officials Meeting for the APEC Health Ministers’ Meeting.
74. Senior Officials affirmed their conviction that APEC can play an important role in combating SARS and that APEC must respond quickly and effectively to the challenge of SARS.  In particular, APEC should act quickly to restore the confidence of the business and travelling public, bearing in mind the need to balance the need to facilitate trade and normal business activities with the need to ensure public health and safety.

75. Senior Officials agreed that the problem of SARS should not divert APEC from its effort to achieve the Bogor Goals of trade liberalisation and facilitation.  In this regard, the Senior Officials agreed to recommend the inclusion of text on the APEC response to SARS in the MRT Statement.

76. Senior Officials endorsed in principle the APEC Action Plan on SARS and agreed to submit it to the MRT and the APEC Health Ministers Meeting.

77. Senior Officials welcomed the proposal to convene an APEC Health Ministers Meeting in Bangkok, Thailand on 28 June to consider the issue of SARS.

4.2  
Counter-Terrorism Action Plan



      
78. Senior Officials noted the report by the United States and Thailand on the outcomes of the Secure Trade in the Asia-Pacific Region (STAR) Conference held in Bangkok on 23-25 February 2003 (2003/SOMII/006).  The Conference increased understanding and awareness by policy makers and business of the Leaders’ commitment to counter-terrorism.  It also showcased security-related technology and ways in which the STAR initiative could be implemented.  Major outcomes were the agreement to develop supply chain security guidelines and model secure ports.  Senior Officials took note that Thailand is considering a proposal to establish a model secure port at Laem Chabang.  Senior Officials looked forward to the next STAR Conference in Chile in 2004.

79. Senior Officials took note of the reports by the Executive Director of the APEC Secretariat on his participation at the Special Meeting of the UNSC Counter-terrorism Committee (CTC) on 6 March (2003/SOMII/008) and the Lloyds List DCN Port and Maritime Security Conference in Sydney on 1-2 May (2003/SOMII/007).  The CTC meeting, which was attended by representatives from 46 regional and sub-regional organisations, provided participants the opportunity to explore achievements and best practices; the development of codes and standards and coordinate action, including technical assistance.  The Lloyds List Conference provided APEC an opportunity to present to senior executives from major ports and shipping companies details of APEC’s Counter Terrorism Strategy and the STAR initiative.

80. Senior Officials welcomed the report of CTTF Chair on the outcomes of the first CTTF meeting held on 26 May 2003 (2003/SOMII/035) and endorsed the CTTF’s 2003 Work Plan.  The meeting noted reports from the STAR Conference, WCO Symposium on Security and Facilitation of the International Trade Supply Chain, Lloyds List DCN Port and Maritime Security Conference, as well as a report on preparations for an APEC High Level Meeting in Maritime Security Cooperation in Manila, the Philippines in September 2003 and reports from the Energy Working Group (EWG), IEGBM and Sub-Committee on Customs Procedures (SCCP).  The meeting also heard a report on the outcomes of the UNSC CTC meeting.  Senior Officials endorsed the CTTF’s cooperation and information sharing with relevant international and regional organisations, including ASEAN, OAS and the UN.

81. Senior Officials agreed that the CTTF develop a set of APEC Supply Chain Security Guidelines for consideration by SOM III.  They thanked the fourteen economies that had submitted their draft Counter Terrorism Action Plans and instructed the Secretariat to prepare an Action Plan that incorporated the counter terrorism work underway in APEC fora.  The Action Plan prepared by the Secretariat was to be circulated to international organisations and the business sector.  Senior Officials encouraged all economies to submit their final Action Plans by SOM III.

82. Senior Officials also agreed that the CTTF invite the IFIs (Asian Development Bank, Inter-America Development Bank, World Bank, International Monetary Fund and the European Bank for Reconstruction and Development) to participate in an expert-level dialogue at SOM III provided this was arranged in close co-ordination with the ESC, the Finance Ministers Process and the SOM Chair.  The invitation to the IFIs should emphasise the intent to facilitate trade through counter-terrorism capacity building.  To ensure the Leaders’ Declaration is implemented, APEC should look to build on the comparative strengths of member economies, avoid duplication, work to fill gaps, share best practices, help economies to identify their needs and provide targeted assistance.  

83. Australia noted that it was organising two maritime programmes to assist regional economies comply with the International Maritime Organization’s new ISPS code.  It also welcomed the agreement by the IEGBM on standards for Advanced Passenger Information Systems and encouraged economies to sign on to this pathfinder quickly.  Korea noted that it would be conducting a counter-terrorism training course for APEC economies in August 2003.  Canada noted that projects on ICAO Security Audits and anti-money laundering had already been approved and that Canada would hold a seminar on the Canada-U.S. Smart Border Agreement.  Hong Kong, China also reported it would host a baggage screening symposium at the end of August 2003.

84. The CTTF encouraged more Senior Officials and National Counter Terrorism Contact Points/Counter Terrorism Experts to be included in delegations for the next meeting of the CTTF.

85. The Philippines briefed SOM on preparations for the APEC High Level Meeting in Maritime Security to be held in Manila in September 2003.  The Meeting aims to build on the outcomes of previous maritime security conferences.  Senior Officials encouraged the active participation by member economies and the business sector.

4.3  
APEC Study Centers Consortium (ASC) Meeting

    

86. The 2003 ASC Chair and Director of the Thai APEC Study Centre, reported to the meeting the outcomes of the APEC Study Centres Consortium Conference that was held on 26-27 May 2003 in Phuket, Thailand.

87. The meeting noted with appreciation the ASC Chair’s Report (2003/SOM II/056), which contains specific recommendations to improve APEC’s work on, among other things, the IAP Peer Review Process, SME development and knowledge-based economy.

4.4
Framework for the Integration of Women in APEC

       
88. Senior Officials took note of the Report by the Chair of the Gender Focal Point Network (GFPN) (2003/SOM II/048). 
89. Senior Officials endorsed the new Terms of Reference of the GFPN and their Work Plan for 2004.  
90. Senior Officials instructed all APEC fora that have not appointed gender focal points to do so as soon as possible.  They requested that both APEC Economy and Forum Gender Focal Points provide updated information on gender related activities, best practices and gender experts to the APEC Secretariat in order that the information may be uploaded to its website.
91. Senior Officials noted the GFPN request that the APEC Secretariat consider strengthening the Secretariat to support the Economy and Forum Gender Focal Points on gender related activities.
4.5
Energy Security Initiative




   
92. Australia sought member economies’ endorsement of its proposal for the EWG to develop an implementation plan, including timeframes, for the Energy Security Initiative for SOM III.
93. Japan informed the meeting that Japan, Korea and the Philippines, working in coordination with the Asia-Pacific Energy Research Centre (APERC), are planning to propose Real Time Energy Information Sharing at the next meeting of the EWG in June 2003.  
94. United States advocated that the EWG should also work towards the enhancement of the interconnection of electricity grids and emphasized the development of technology that can promote the usage of hydrogen.  The United States called for APEC cooperation in the area of LNG trade and development of hydrogen.
95. Senior Officials instructed the EWG to develop an implementation plan, including timeframes where appropriate, for the Energy Security Initiative by the time of SOM III. The ESI Implementation Plan should incorporate the energy security concerns of APEC member economies into its timeframe.  The development of the ESI Implementation Plan will be one of the deliverables to the AELM.
4.6
APEC’s contribution to the World Summit on the Information Society (WSIS)






      
96. The Vice Chair of the Telecommunications and Information Working Group (TEL) noted that at SOM I Senior Officials had agreed that APEC would submit a report to the WSIS with input from the TEL and other APEC fora, such as the Electronic Commerce Steering Group (ECSG).  Accordingly, the TEL has prepared a document as APEC input to the WSIS, including an overview of APEC activities and comments on the WSIS Draft Declaration of Principles and Draft Action Plan.

97. The draft document (2003/SOMII/059) highlights APEC’s achievements towards developing an information society and TEL’s suggestions to strengthen WSIS documents.

98. SOM endorsed the document as APEC’s contribution to the WSIS.  Senior Officials agreed to forward the paper to the WSIS by 30 May 2003.  They also agreed to consider having an APEC representative attend future WSIS meetings.

4.7
Viet Nam’s APEC Week





     
99. Senior Officials reiterated the importance of implementing APEC’s Communication and Outreach Strategy and welcomed the initiative of Viet Nam to organize an APEC Week in Ha Noi and Ho Chi Minh City from 2-7 September 2003 as a way to make APEC more relevant to the business and the community at large.
VI
Preparations for Upcoming Sectoral Ministerial Meetings 

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

100. Thailand reported on preparations for the upcoming MRT Meeting.

101. Senior Officials took note of the report and thanked Thailand for the preparations made.

2. APEC SME Ministerial Meeting (7-8 August 2003)

102. Thailand reported on preparations for the 10th APEC SME Ministerial Meeting which will take place in Chiang Mai on 7-8 August 2003, just after the 17th APEC SME Working Group Meeting (SMEWG) and the 1st Sub – Group on Micro enterprises Meeting.  In the week of 2-8 August 2003, there will be a SMEs Trade Exhibition on the Thailand’s SMEs promotion programme “One Village, One Product” amongst other activities, including Seminars on Entrepreneurship Development, on Growing the APEC SME Exporter Community, a Business Forum and the Women Leader’s Network meetings.
103. Thailand also reported the main outcomes of the 16th SMEWG meeting held in Genting Highlands, Malaysia on 24-25 February 2003, which endorsed the APEC SME 2003 Theme and Sub-themes:
Theme

‘Strengthening APEC Entrepreneurial Society’

Sub-themes
- ‘Entrepreneurship Development’

- ‘Business Creation, Capital Formation and Access to Financing for Micro, Small and Medium Enterprises’

-  ‘Capacity Building and addressing the impediments to SME Exporters’

104. The SMEWG has approved the terms of reference of the Sub Group on micro-enterprises and it is convening its first meeting on 4 August 2003 in Chiang Mai, Thailand.  Thailand also highlighted the cooperation work between APEC SMEWG and the OECD Working Party on SMEs and Entrepreneurship.  Chinese Taipei informed Senior Officials that in conjunction with Canada and Mexico, it was working on a draft proposal on improving cooperation with the OECD on SMEs issues.

105. Japan presented the document Japan’s Position on SME Trade and Investment Promotion which introduces Japan’s initiative on APEC SME activities and suggests closer coordination among SME-related fora in APEC such as the Sub-Committee on Standards and Conformance (SCSC), the Market Access Group (MAG) and the Government Procurement Experts’ Group (GPEG).  

106. Senior Officials took note of the preparations and activities related to the SME Ministerial Meeting and thanked Japan for its contribution to SME activities.

3. 4th APEC Ministers’ Meeting on Regional Science and Technology Cooperation
107. New Zealand presented the proposal for hosting the 4th Ministers’ Meeting on Regional Science and Technology Cooperation, which will be held in March 2004, and encouraged member economies’ participation. 
108. Senior Officials endorsed the proposal for the 4th Ministers’ Meeting in Regional Science and Technology Cooperation in March 2004 in Christchurch, New Zealand.   

VII
Management Issues 
1. Budget and Management Committee (BMC)



    
109. Senior Officials noted the report of the BMC delivered by its Vice Chair.  Senior Officials welcomed the efforts of the BMC and the APEC Secretariat in controlling expenditure on all Accounts. 

110. Senior Officials approved the re-appointment of PricewaterhouseCoopers as the auditor for the 2003 accounts of the APEC Central Fund.  Senior Officials approved the recommendation of the BMC relating to the TILF Special Account for an affordable level of expenditure for 2004 in the range of USD 4,500,000 to USD5,000,000 with an expected level of expenditure of USD 4,800,000. SOM noted that the exact amount would be confirmed at BMC II in July 2003.  Senior Officials approved the APEC Sponsorship Policy Guidelines. 

111. Japan welcomed the BMC approval of the compilation of finalized accounts for TILF projects from 2003.  Japan requested member economies to consider joining  Japan to contribute funding to the TILF Special Account.

2. 
Report by the Executive Director of the APEC Secretariat 

    
112. The Executive Director (ED) of the APEC Secretariat presented the APEC Secretariat’s performance accountability statement, covering Improving the Functioning of the Secretariat, Communications and Outreach and the Official Opening Ceremony of the Secretariat Headquarters.
113. Senior Officials noted that the Secretariat is functioning well and that internal and external audits were conducted for the maintenance of its ISO 9001: 2000 Quality Management Certification.  The meeting endorsed the job description of the Deputy Executive Director (DED).
114. On public affairs and outreach, the Secretariat made a presentation on the APEC website redevelopment and tabled a concept paper for the opening ceremony of the Secretariat’s new headquarters to gauge member economies’ reactions.  The opening ceremony would allow an opportunity to publicise APEC.  The meeting also noted that the Secretariat is now investigating opportunities for more regular information exchange and capacity building in the communications area.   
115. Senior Officials noted with satisfaction the Report of the Executive Director of the APEC Secretariat.  The meeting noted that the government of the Republic of Indonesia had recently seconded Mr. Benyamin Scott Carnadi to the Secretariat.  Senior Officials took note of the Non-Member Participation Decisions as delegated to APEC Fora.  Senior Officials welcomed the Concept Paper for the Official Opening Ceremony for the New APEC Secretariat Headquarters and agreed to contribute any comments to the Secretariat by 30 June 2003.
VIII
Other Follow-up Matters
1.
Taking Note of Reports from Committees and Fora 


    
1.1
Working Group Reports 

116. The Executive Director of the APEC Secretariat presented the reports of the SMEWG, TEL, TPT and the Trade Promotion Working Group (TPWG), submitted on the consolidated reporting template and endorsed the recommendations contained therein.  
117. Senior Officials encouraged APEC forums to share information on all their SME related activities with the SMEWG.  

118. Senior Officials also requested that remaining APEC working groups provide their annual reports to the SOM through the APEC Secretariat by 30 June 2003.

1.2 Other Reports from Economies


119. Senior Officials took note of the progress report on the APEC Sister Schools Networking (ASSN) project (2003/SOM II/015) and its future plans to implement the ASSN project.
120. Senior Officials encouraged economies that had not nominated participants to the 2003 APEC International Youth Camp in Chantaburi, Thailand to do so.

2. Update from Official Observers 

121. Senior Officials welcomed the update from the Association of South East Asian Nations (ASEAN) Secretariat (2003/SOM II/058).
122. Senior Officials welcomed the update from the Pacific Economic Cooperation Council (PECC) International Secretariat.
3.
Classification of Documents 





       
123. Senior Officials approved the classification of documents as appears in document 2003/SOMII/000. 

124. Senior Officials noted that with the APEC 2003 Less Paper Meeting System, 480,000 sheets of A4 paper were used at this meeting.  This compares with one million sheets used at SOM III in 2002 and 430,000 sheets of paper at SOM I in 2003.
IX
Adoption of Chair’s Summary Conclusions

125. The Chair's Summary Conclusions were adopted on the basis of consultations with all member economies.
