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Hoi An, Viet Nam
CHAIR’S SUMMARY REPORT 

The APEC Economic Committee (EC) held its second plenary meeting for the year 2006 on 11-12 September in Hoi An, Viet Nam. The meeting was chaired by Dr. Kyung Tae Lee of the Republic of Korea, and attended by Australia; Canada; Chile; the People’s Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Mexico; New Zealand; Papua New Guinea; the Philippines; Singapore; Chinese Taipei; the United States of America; and Viet Nam. 
Representatives from the OECD attended an EC-OECD joint session held during the second half of the meeting on 12 September. A representative from the Chair of Strengthening Economic and Legal Infrastructure (SELI) attended parts of the meeting. 
VI. Chair’s Opening Remarks

The Chair welcomed all delegates to the EC’s second meeting of the year. The meeting started off with introductions from attending delegates.

II.  Adoption of Agenda

Australia noted the paper (Doc. No. 2006/SOM3/EC/008) they have submitted under agenda item VI (Forward Work Program), and commented that they would like members to discuss under this item how to operationalize all elements of the LAISR moving forward. Australia stressed the need to think about the EC’s work program over the next 2 to3 years in terms of how workshops/seminars will be implemented, the EC’s  engagement with international organizations, and ensuring coordination with other relevant APEC fora. 
Japan welcomed Australia’s paper and requested that it be discussed on the second day of meetings to allow for sufficient time for discussion and consultation beforehand.
The Committee adopted the draft agenda (Doc. No. 2006/SOM3/EC/001) after making some minor amendments to the timing of items. 

III. Business Arrangements

Viet Nam as the host economy informed the Committee of the business arrangements for the meeting.

IV. Review of the Outcome of SOM2 Meeting in Ho Chi Minh City in May 2006
The Chair briefed members on the EC report to SOM2, which outlined the progress on EC’s work program in 2006. This included the modification of the APEC Economic Outlook, research on socio-economic disparity, the roundtable discussions on the APEC-OECD Integrated Checklist on Regulatory Reform, the economic and trade indicators of APEC economies to be made available on the APEC website, and Japan’s plans for a seminar on competition policy in 2007. 

V. 2006 Work Program

1. 2006 APEC Economic Policy Report
1.1. Chapter 1 (New Zealand and Canada) 

New Zealand reminded members of the background to Chapter 1, touching on the mandate of the EC, the need to coordinate with other APEC fora, and the ToR for Chapter 1 that was agreed intersessionally. A draft of Chapter 1 was circulated by New Zealand to the FoTC of the EC, and now Canada has completed a second draft of the chapter. 

Canada briefed the meeting on the work that has been undertaken to complete the second draft (Doc. No. 2006/SOM3/EC/017). The chapter is pitched at the intelligent layman’s level but also has to be sufficiently rigorous to interest experts in the field. Canada outlined the specific changes that had been made to the first draft and requested comments from members on the draft.
The APEC Secretariat noted the submission dates for the final text of the report.
Discussion
The key points raised in the discussion were as follows:

· Australia commented that the pitch and the tone of all three chapters of the report need to appropriate and consistent. 
· The United States asked whether Chapter 1 needs to preview Chapters 2 and 3 so that these two chapters can be tied back to LAISR. Canada responded that the Individual Economy Reports (IERs) reflect the different structural reform of the respective economies, and therefore previewing these reports in Chapter 1 would not be feasible. New Zealand suggested that the Chair prepare a preface for the publication to provide a common platform for the three chapters. 
· New Zealand proposed that a communications consultant could be engaged to help ensure a standard common authorial style.
· The APEC Secretariat clarified the drivers behind the timelines for submission of the final text. 

· Japan supported the idea of using case studies in Chapter 1 and suggested including wording on a whole-of-government approach to structural reform. 

· The Chair noted that next year’s Chapter 1 will be substantively different from this year’s chapter. The Chair suggested that next year’s chapter could focus on assessing the structural reforms implemented by APEC member economies and highlighting the economies that have performed well in structural reform. New Zealand noted that next year’s Chapter 1 will include discussion on the good practice principles of public sector governance and highlight the work program for the next 2 to 3 years. Chapter 1 should be a ‘live’ document that provides Leaders with updates on the EC work program. 

1.2 Chapter 2: Structural Reform and Sustainable Development in the APEC Region: Emerging Issues and
1.3 2006 APEC Economic Policy Report Symposium (Viet Nam)
Viet Nam briefed the meeting on the outcomes of the symposium on ‘Structural Reform and Sustainable Development in the APEC Region: Emerging Issues’ that was held in Ha Noi in September 2006, and the draft of Chapter 2(Doc. No. 2006/SOM3/EC/002 and 003rev1). 
Discussion
Australia and the United States highlighted the need for consistency between Chapters 1 and 2. The key messages on structural reform in Chapter 2 need to be refined and the focus of this chapter needs to be sharpened. Australia will further discuss the draft Chapter 2 with Viet Nam and other members.
Comments will be sent to Viet Nam in time for them to be incorporated, re-circulated and agreed by EC.
1.4 Chapter 3: Individual Economy Reports (APEC Secretariat)
The APEC Secretariat informed the meeting of the reports that have been submitted.
The Committee endorsed the APEC Economic Policy Report for 2006 on the condition that comments made are reflected as appropriate in the final report.
1.5 Discussion on Chapter 2 of the 2007 APEC Economic Policy Report 
(Australia)
Australia briefed the meeting on its proposal for next year’s Chapter 2, which will be on ‘Using Institutions to Support Structural Reform’ (Doc. No. 2006/SOM3/EC/007). Australia proposed that this issue be discussed at the second EC meeting in 2007 to assist in preparing the Chapter. 

Discussion
The key points raised in the discussion were as follows:

· Canada supported the proposal, and further suggested that the Chapter 2 theme should be agreed by the Committee, with interested economies taking the lead, rather than holding on to the tradition of the host economy deciding on the theme for each year.
· Australia agreed with Canada’s suggestion and noted that this can be discussed at the agenda item on the forward work plan (item VII).

· The Philippines expressed support for Australia’s proposal, particularly the inclusion of civil society and NGOs as part of the proposal. 
2. Project on Socio-Economic Disparity in the APEC Region (Korea)
Korea presented on the outcomes of this project (Doc. No. 2006/SOM3/EC/013).
Discussion

The key points raised in the discussion were as follows:

· Australia offered to share some experience in using longitudinal data to examine these issues. Australia also highlighted work done by the SCE on uneven growth in APEC, which is complementary to this project. A report on this work will be tabled at the SCE and will be passed to the EC for their reference.
· New Zealand mentioned that it is desirable for the EC to conclude this project with policy implications provided in the paper, and if any follow-up work arises, it may be more appropriate for this to be conducted by other fora with the appropriate expertise. 
· Chinese Taipei agreed with the policy recommendations of the report and also emphasized the importance of putting such policies into practice. In this regard, Chinese Taipei shared their own experiences such as operating virtual market on the internet, which were carried out to reduce information disparity and also to resolve challenges that SMEs faced.
· Canada also mentioned that the poverty issues and socio-economic disparity issues are different matters and hence, it is important to make a clear distinction between them. Canada stressed that removing incentives must not be a means of resolving disparity.
· The Philippines supported the recommendation in the report on the need to emphasize the relationship between policy and disparity and to develop a policy agenda in each committee and WG.
Members made various comments on the project on the first day of the meeting, and the Chair suggested that members provide all the necessary comments to Korea by the end of the second day so that members can reach consensus on the report. All comments received were successfully reflected in the report and the Committee endorsed the report on the second day of the meeting.
3. Structural Reform Related Activities

3.1 Work Plan on LAISR toward 2010 (New Zealand)
New Zealand presented on the outcomes of the EC Public Sector Governance Seminar which was held on 10 September 2006. The seminar was attended by about 50 participants and 7 speakers from both developed and developing economies. New Zealand outlined the areas covered and the key points arising from the seminar. A good practices paper on public sector governance will be developed for consideration at SOM1 next year. The outcomes of the seminar will be used to propose a further work program on public sector governance. This can be discussed in the context of the proposed medium-term work program for the EC.
3.2 Development of a Set of Structural Reform Indicators (Canada)
Canada briefed the meeting on the work it has undertaken on the development of structural reform indicators (Doc. No. 2006/SOM3/EC/004). The objective of the study is to assemble a comprehensive set of indicators of all major aspects of structural reform. These indicators can be used to diagnose areas in each economy where progress could be particularly beneficial, to monitor progress, and potentially to set targets. Canada suggested that the indicators could be updated regularly so progress can be assessed. Other economies may also want to add on other indicators in the future.
Canada raised the possibility of setting targets for structural reform. This can help achieve the EC’s aims of being highly visible, making tangible contributions to the implementation of structural reform in the APEC region, and driving the structural reform agenda. However, Canada cautioned that the choice of indicators is critical and no one set of indicators truly reflects the state of play on structural reform in an economy. Canada proposed holding a symposium where experts can share their knowledge on indicators, and using an experts’ panel to set targets.
Discussion
The Chair suggested that members promote the structural reform indicators work to their respective capitals. Funding can possibly be secured to advance the work done. 
Members agreed that the final paper will be submitted to EC1 next year as a meeting document, to be disseminated on the APEC website after that.
3.3 Self-Assessment by Member Economies using the APEC-OECD Integrated Checklist on Regulatory Reform, and Sharing of Experiences through Roundtable Discussions

This was an APEC-OECD joint session which was chaired by the EC Chair and Mr Rolf Alter from the OECD. Chinese Taipei; Hong Kong, China; and the United States made presentations on the results and experiences from their self-assessments. Each presentation was followed by comments from two discussants, one from the OECD and one from the EC. 
3.3.1 Introduction to the Checklist

The EC Chair made the opening remarks to the session, while Mr Alter touched on the development of the Checklist, its political endorsement by OECD and APEC in 2005, and its potential impact in his introductory remarks. 
3.3.2 Results of Self-Assessment 
1. Chinese Taipei 
Chinese Taipei presented the results of its self-assessment which was undertaken using an integrative approach. Key achievements and challenges were highlighted. (Doc. No. 2006/SOM3/EC/009 and 010).
Mr Josef Konvitz from the OECD provided comments on the need to circulate the results widely, the drivers of change for Chinese Taipei, the important role of the Council for Economic Planning and Development (CEPD), the questions of incentives for civil servants and capacity-building of legal counselors, the market openness question, and the challenge of changing the administrative culture.

Canada as the discussant asked questions on how conflicts are managed and what lessons have been learnt, and commented on the need to consider the impact of laws and regulations, including unintended consequences.

Discussion
Australia, Japan and New Zealand contributed to further discussion, touching on the issues of the resilience of regulatory impact arrangements, the need to understand the vested interests of different “players” in the regulatory process, using external factors to drive regulatory reform, coordination among agencies, and how the results of Chinese Taipei’s self-assessment can be used to further promote structural reform efforts within its economy.

Chinese Taipei responded to the comments and questions raised by the discussants and in the subsequent discussion. 
2. Hong Kong, China 
Hong Kong, China presented the results of its self-assessment (Doc. No. 2006/SOM3/EC/015 and 018).

Mr Osamu Onodera from the OECD provided comments on Hong Kong, China’s use of the triangle mechanism for conducting regulatory reform, the importance of transparency, the need to make outcomes of public consultations public and easily accessible, what constitutes a significant impact in the context of a regulatory impact assessment (RIA) and who makes this decision, and questions about the Competition Policy Advisory Group (COMPAG) and the competitive framework.
New Zealand as the discussant asked questions on whether foreign firms understand how transparency works in Hong Kong, China; to what extent RIAs would be carried out given that they are not compulsory, and the accountability mechanisms or sanctions that may exist here; how businesses will be treated equitably and efficiently; and how to ensure regulation efficiency and effectiveness in terms of sector-specific regulation and the broader competition framework.

Discussion
Australia asked questions about the regulation review process and the role of the government in maintaining the dynamism of the economy. 
Hong Kong, China responded to the comments and questions raised by the discussants and in the subsequent discussion. 

3. United States 
The United States presented the results of its self-assessment (Doc. No. 2006/SOM3/EC/021 and 022), which focused on the regulatory policy and horizontal criteria sections of the checklist.

Mr Josef Konvitz from the OECD provided comments on the importance of political economy in progressing regulatory reform and the need to communicate the results to different audiences, and asked questions on the horizontal criteria chapter, the least burden role, and how the interest generated by the checklist could be used to push the policy agenda forward in the United States. 
There was no economy discussant for the United States’ presentation.

Discussion
Australia, Canada, Japan and Chinese Taipei contributed to the subsequent discussion, touching on the issues of drivers for change, the capacity required for undertaking RIAs, and the different jurisdictions in the United States. 
The United States responded to the comments and questions raised by the discussant and in the subsequent discussion. 
3.3.3 Lessons and Future Steps
The OECD proposed producing a joint APEC-OECD volume of proceedings on the joint session that has been held, in order to widely disseminate the outcomes of the session.
After some discussion, the meeting and the OECD agreed that the papers presented at the session would be made available on the APEC website, along with a summary of the outcomes of the session. The OECD will also do the same on its website. Members agreed that ensuring continued free and frank exchanges of views at similar sessions is essential, and publishing these discussions may reduce the value gained from the nature of the discussion. Members also reiterated that the self-assessment is a voluntary exercise. 
The summary will be prepared by the OECD in the first instance and circulated to the EC for their agreement.

  3.4 Study on Human Capital Development

Japan presented an overview and a progress report of its study ‘Trends and Perspectives on Human Capital in APEC’ (Doc. No. 2006/SOM3/EC/005). Japan proposed that the project should be extended from 2 to 3 years.

Discussion
The key points raised in the discussion were as follows:

· Canada commented on the linkages between human capital development and structural reform, and provided technical comments on the interim findings of the study. 
· New Zealand asked how the proposed work in 2007 and 2008 will be used in terms of policy implications or advice to Leaders. Japan noted that the findings are general rather than specific. Japan hoped to confirm the importance of TILF and ECOTECH (human capital) in 2007. In 2008 the findings will hopefully be more aligned to structural reform.  
VI. Forward Work Program

Australia led the discussion on this agenda item by outlining three key challenges for the EC at this stage: 
· How to operationalize the LAISR – There is a need to build on the broad LAISR work plan and to consider various modes of delivery (such as using seminars and workshops); how we could work with the IFIs; and how best to coordinate various initiatives in EC. 
· How to coordinate with other APEC fora – SELI, CPDG, IEG and SMEWG possess significant structural reform expertise in their respective areas, and there is a need to ensure complementarity of their activities with the EC’s broad structural reform agenda. There are a spectrum of options in terms of how the EC could work with these groups.

· Developing a strategy to ensure that there is an appropriate profile with SOM and Leaders for the work of the EC in leading APEC’s structural reform agenda – This includes identifying and pursuing policy issues of interest to ministers and leaders (e.g, the work on social disparity/human capital could be an angle into the structural reform agenda of interest to ministers).

Discussion
The representative from the SELI Chair’s office noted the progress in collaboration between the SELI and the EC, highlighting the respective roles of the EC, SELI and CPDG.. He briefed the Committee on the meeting between the Chairs of SELI and EC (with a separate meeting between the SELI and CPDG Chairs) (Doc. No. 2006/SOM3/EC/019). He also highlighted the activities related to structural reform which are being conducted by SELI and CPDG.
The key points raised in the discussion were as follows:

· New Zealand suggested that the EC consult with CTI on moving SELI and CPDG to the EC, given the EC’s role as policy advisor and coordinator, and that SELI and CPDG are the technical experts. 

· Japan noted that in terms of coordination with other fora, the EC should focus on its competitive advantage, i.e. having the overall picture in terms of economic growth, and enhancing the resilience of the economy. 

· New Zealand commented that the impact of the EC’s work will come from the quality of the analysis undertaken and the conclusions/policy advice resulting from the analysis. High-quality policy dialogue is important.
· The United States noted that the FMP and IEG are other groups that the EC should consider coordinating with. 
VII. New Project Proposals
Japan briefed the meeting on its proposal to hold an APEC Policy Dialogue Seminar on Competition Policy under Structural Reform in the margins of EC2 next year (Doc. No. 2006/SOM3/EC/006). The goal of the seminar is to share knowledge, experiences and lessons on competition policy, and to discuss and identify the importance of competition policy in the context of structural reform. This seminar will be in support of the competition policy priority for the year 2007 under the APEC Work Plan towards LAISR 2010. Japan will work closely with the CPDG on this proposal.
Discussion
The key points raised in the discussion were as follows:

· Australia offered to co-sponsor Japan’s proposal, and suggested that the EC and CPDG, which is also organizing a competition policy event in 2007, should work together to come up with a package of APEC initiatives in this area which are designed to complement one another. Japan responded to consider this suggestion.
· New Zealand suggested bringing forward the seminar to EC1 to mark a productive start to 2007. Japan expressed the difficulties related to budgetary and coordination issues will require some consideration, but will further consider this suggestion.

· New Zealand proposed that Australia could lead a session to discuss priorities for structural reform at EC1 next year. Australia agreed to work with New Zealand on this proposal.
VIII. Election of the Chair and Vice-Chairs for 2007-2008

New Zealand introduced their nomination of Professor Robert Buckle as new Chair of the EC for 2007-08. 

Chinese Taipei proposed that the EC have a vice-Chair from the host economy. The Chair responded that there is currently no such institutional arrangement.
 
There being no other nominations, Professor Buckle was elected as the incoming Chair of the EC. The Committee thanked Dr Kyung-Tae Lee and his office for their efforts and stewardship of the EC.
IX. Other Business
1. Briefing on EC Economic Indicators for the APEC Website 
The APEC Secretariat informed the meeting that Australia has undertaken to collate key economic indicators from the IMF Statistics database for all member economies in 2006 and 2007. These data will then be passed on to the Secretariat for dissemination on the APEC website. The Secretariat thanked Chinese Taipei who had provided their data separately given that they are not part of the IMF database, and noted that Hong Kong, China has volunteered to take over this task from Australia in 2008 and 2009.
2. Document Classification

The APEC Secretariat confirmed the classification of EC meetings documents (Doc. No. 2006/SOM3/EC/000). 
X. Concluding Remarks

The Chair thanked members for all their inputs and closed the meeting 
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