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CHAIR’S SUMMARY REPORT 

The APEC Economic Committee (EC) held its first plenary meeting for the year 2007 on 21-22 January in Canberra, Australia. The meeting was chaired by Professor Robert Buckle of New Zealand, and attended by 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 Philippines; Singapore; Chinese Taipei; Thailand; the United States of America; and Viet Nam. 
The Chairs of SOM and the Committee on Trade and Investment (CTI) attended parts of the EC meeting to provide briefings while the Chairs of the Senior Finance Officials’ Meeting (SFOM), Competition Policy and Deregulation Group (CPDG), and Strengthening Economic and Legal Infrastructure (SELI) were present throughout the meeting. Representatives from ABAC and the APEC Secretariat were present and the Pacific Islands Forum (PIF) attended as an observer in view of their interest in structural reform which is also being discussed within their forum. 

I. Chair’s Opening Remarks

The Chair welcomed all delegates to the EC’s first meeting of the year and thanked Dr Kyung-Tae Lee, the former Chair for his valuable input into the Committee, and Australia as the host economy. 
The Chair noted SOM’s broad agreement on the importance of structural reform issues for APEC and their recognition of the complementarities between the structural reform and TILF agendas. SOM had provided strong encouragement to the EC to develop substantive outcomes as part of a multi-year work program. This represented a clear direction from SOM. As a new Chair, Professor Buckle looked forward to receiving assistance, support and comments from economies and welcomed discussion with all economies. The meeting started off with introductions from attending delegates.

II.  Adoption of Agenda

The Chair suggested minor rearrangements in the meeting agenda to accommodate the commitments of other Chairs who will be briefing the EC, and to include a briefing from Indonesia on the ‘APEC Seminar on Utilizing the APEC-OECD Integrated Checklist in Regulatory Reform in the Competition Policy and Deregulation Aspects’. The draft agenda (Doc. No. 2007/SOM1/EC/001) was adopted after the suggested changes were agreed.
The Chair sought agreement from the Committee on the attendance of the OECD during agenda item IV.1 (‘Discussion on Seminar on Priorities in Structural Reform’) given the contribution of the OECD as a guest speaker at the seminar. This was agreed by members.  
III. Business Arrangements

Australia welcomed delegates to Canberra and informed them of the business arrangements for the day. 
IV. LAISR Work Programme

1. Discussion on Seminar on Priorities in Structural Reform – Where to Next (Australia/EC Chair)
The Chair briefed members on the outcomes of the Seminar on Priorities in Structural Reform in APEC Economies which was held on 20 January 2007 at the National Convention Centre in Canberra, and hosted by Australia with assistance from New Zealand. The discussion at the seminar will help inform the development of the forward work program for LAISR. 
The seminar consisted of three sessions: macroeconomic payoffs to structural reform; tools to identify priorities in structural reform; and economy experiences in undertaking structural reform. Economies are good at identifying specific priority areas in their local contexts. Where the EC can add value is by providing a forum for discussion and sharing of experiences on tools to assess and implement reforms. The presentations discussed an organizing framework that could be useful in developing the EC’s forward work programme: policy dialogue; capacity building; and awareness raising. 
Australia made the following points in their summing up of the discussion at the seminar:

i. Australia underlined the importance of various structural reform issues under the Leaders Agenda for Implementing Structural Reform (LAISR) and noted that the seminar was a good start for consideration of these issues by the EC. Policy dialogue, awareness-raising and capacity-building were all dimensions that should be pursued. The challenge for the EC will be to deepen the discussion and economies’ understanding of the five key strands of LAISR (namely regulatory reform, public sector management, corporate governance, competition policy, and strengthening economic and legal infrastructure).
ii. Institutional arrangements is one theme that can be addressed in more detail. This would include exploring ways and deepening our understanding on how to promote public awareness within economies and influence politicians of the need to pursue structural reform. The OECD may have suggestions on further work on this topic. 
iii. Capacity-building and dissemination of knowledge are other areas that the EC should focus on. 

iv. The EC may want to use different avenues depending on whether the focus is on policy dialogue, awareness-raising or capacity-building. For instance, workshops/seminars can be held for capacity-building. For policy exchanges, the EC could hold sessions within EC meetings that focus on different aspects of structural reform. This will have implications for the way the Committee operates and does its business. 

Discussion

New Zealand noted the usefulness of the three dimensions of policy dialogue, awareness-raising and capacity-building as a framework for thinking about the EC’s work program. These dimensions can help facilitate detailed discussions of structural reform issues, including aspects of political economy given that costs are often up-front and the benefits diffuse, which would be of use to Leaders. In additional to detailed discussion, there also needs to be high level discussions at EC meetings. 
Japan made the following points: 

i. The sequencing of SR is important, i.e. some types of reform may be more difficult than others in a political sense. For instance, a flexible labor market is needed to facilitate reallocation of resources from low-productivity to high-productivity markets but other reforms, such as product or financial market reform, may be pursued first. What the desired sequencing is may differ from economy to economy, but sequencing could still be fruitfully discussed within the EC.

ii. How to gain the attention of and persuade the general public of the need for reform and convince them of the long-term benefits of structural reform is another topic for consideration. 
Chinese Taipei noted that their use of the APEC-OECD Integrated Checklist on Regulatory Reform in 2006 had raised a number of issues/questions that they have not yet had an opportunity to explore in an organized way. Chinese Taipei agreed with Australia’s comment on institutional arrangements, and voiced an interest in obtaining further information on how key agencies in Japan and Australia coordinate and progress structural reform within their respective economies. Chinese Taipei proposed that the EC could hold a seminar where developed economies can share their experiences on how messages on the importance and benefits of structural reform can be disseminated to the wider government, given that governments themselves can sometimes be a vested interest. 
Papua New Guinea commented on the usefulness of the rankings from the World Bank report presented at the seminar. Information on institutional structures will help strengthen domestic arrangements, and will assist PNG with issues they are currently addressing. A similar seminar could focus specifically on areas where rankings of economies exist. 
Mexico raised the themes that were presented during Mexico’s case study at the seminar, namely outreach, involvement of key actors in the EC, and a more focused EC agenda on individual strands of the LAISR. 

New Zealand contrasted the different approaches explored in the presentations from the OECD and the ADB at the seminar. The OECD approach was built around improving factor utilization within existing sectors, while ADB focused on shifting factors from low-productivity to high-productivity sectors. The latter approach may be of interest to the EC. It may be useful to explore why the shift of labor is not occurring as expected – this may involve consideration of the sequencing of reforms and how different sequencing may result in different outcomes, as well as how the circumstances of different economies may bear upon these outcomes. 
Indonesia highlighted the following two points that are of interest to them:

i. Regulatory reform, particularly in labor and investment reform, is currently in progress but is opposed by some parts of the economy. Learning from other economies can hopefully help smooth the reform process. Indonesia expressed interest in learning more about the institutions in Australia and Japan that play a key role in supporting reform. 
ii. Public sector and corporate governance are areas of interest given that Indonesia is in the midst of reforming its public sector governance arrangements. Capacity-building in this area would be useful, particularly in learning how to identify priorities and sequencing options.

Singapore followed up on Australia’s point on how the EC can delve deeper into some of the issues identified. Singapore noted the interest in the World Bank’s report and the need for a whole-of-government effort. Singapore expressed interest in learning how economies are facing the challenge of bringing other agencies on board in progressing structural reform.

ABAC noted the institutional discussions on how economies arrive at pressures for change and how these changes can be developed. Given the relevance of the structural reform agenda to business, ABAC highlighted the importance of obtaining input on what matters to business and how to make doing business easier. The structural reform discussion requires broader community comment other than just from government; the contribution from academics is also important. ABAC expressed its strong commitment in supporting this work and highlighted the importance of capacity-building. 

The Philippines commented that progress in some areas of structural reform is more difficult than others. Costs which are usually short-term and those disadvantaged by reforms need to be addressed; however the benefits are long-term. Therefore, there needs to be a focus on political economy issues. The World Bank indicators have already triggered some actions by agencies within the Philippines. Similar indicators-related work would be useful. 

Chinese Taipei noted the difficulty of harmonizing the different perspectives of government and business. This may be a topic which economies can learn more about.

Japan tabled a background paper (Doc. No. 2007/SOM1/EC/019) on the Council on Economic and Fiscal Policy, noting that it was established in 2001 as a reform vehicle. The Council is chaired by the Prime Minister and operates with a high degree of transparency. The Council has been successful in drawing the attention and support of the public for structural reform in Japan.
Key Outcomes

The Chair summed up by noting the following key points arising from the discussion:

i. Economies have demonstrated a strong appetite in focusing on specific areas within the structural reform agenda and an interest in behind-the border barriers to growth. 
ii. Sharing of information and capacity-building are of particular value to economies. 
iii. Economies have expressed interest in the role and design of institutions to assist in the reform process; how reform can be progressed, including sequencing of reform; and how to cultivate public awareness of the benefits of reform. 
iv. Identifying particular priorities in a deeper manner is important.

The Chair noted that the EC will draw upon the comments that economies have provided when considering the forward work program for LAISR.
Australia will produce an issues-focused report to capture the messages arising from the seminar. This report will be distributed inter-sessionally and tabled at the next EC meeting.
2. Paper on Public Sector Governance (New Zealand)
New Zealand thanked Japan and Malaysia as co-sponsors of the Public Sector Governance Seminar held at the margins of SOM3 in 2006, and Viet Nam for hosting the seminar. The seminar represented a first attempt at addressing the LAISR work program. The draft paper that New Zealand has developed, ‘General Principles of Good Public Sector Governance’ (Doc. No. 2007/SOM1/EC/002), attempts to share experiences on what works in public sector governance and what economies can learn from each other. This paper will hopefully provide the basis for continuing discussion amongst economies, and for starting the LAISR work stream on this topic. New Zealand proposed that the draft be used as Chapter 1 of the 2007 APEC Economic Policy Report (AEPR) and as a basis for economies to suggest further work under this topic.
Discussion
The following key points were made during the discussion:

i. A one-page summary to the paper may usefully capture the attention of other APEC fora including SOM. (Japan) 
ii. The SFOM Chair commented that broad governance issues have been a topic of focus for FMP. Work has been undertaken in 2006 and will continue this year on one large operational aspect of public sector governance, namely management of off-balance sheet/contingent liabilities of government, including PPPs. The FMP work in this area can be incorporated into the EC discussion of these issues and in the 2007 AEPR. Once the FMP work in this area has been completed, the outcomes of the work can be fed into the EC discussion, possibly as a case study. This is an illustration of how the FMP work can support that of the EC. New Zealand commented that they had no strong views on the suggestion of the SFOM Chair, and left the decision to the Committee. 
iii. The SFOM Chair’s comment demonstrated how cross-attendance at each other’s meetings can be a very good way to inject substantive awareness of work undertaken by different fora. (Chair)
iv. An APEC-PECC symposium dealing in governance in financial systems was held in Melbourne, Australia. ABAC will contribute this report to the EC and to SFOM as input into their work.
v. Australia noted that they had previously provided comments on the draft paper which is of very high quality. The paper is consistent with the general principle of capturing issues that are of importance to members. The EC will need to consider how to take the public sector governance work forward, including drawing in relevant FMP work.
vi. The APEC Secretariat undertook to ensure that any work undertaken by the Anti-Corruption Task Force that may be relevant for the public sector governance topic will be communicated to the Committee.
Key Outcomes

The Chair summed up by noting the following key points arising from the discussion:

i. The Public Sector Governance Seminar represented a good start to the LAISR themes and was a useful way of sharing information and good practice in the area. 
ii. The valuable contributions from SFOM and ABAC were acknowledged. The final paper will draw out connections to the work undertaken by SFOM and ABAC as appropriate. 
New Zealand will develop a one-page summary of the paper as proposed by Japan.

3. Structural Reform Indicators (Canada)
Canada tabled for the Committee’s information its paper on ‘Structural Reform Indicators’ (Doc. No. 2007/SOM1/EC/003). This paper incorporates comments and suggestions provided by economies at the last EC meeting.

Discussion
The United States commented that the introduction to the paper notes possible work that the EC could embark on in terms of using the indicators as a target for economies. The United States raised the option of this idea becoming a possible deliverable for the EC. Australia expressed caution on the idea given that targets may at times be partial and are difficult to implement. 
Key Outcomes

The Chair thanked Canada for the work which provides useful background data and may help economies identify priorities for reform. 
4. Report from CTI, CPDG, SELI, FMP on Individual Work Plans for 2007

i. Report from CTI
The CTI Chair covered two broad areas in his presentation: the intersection between the work of the EC and that of the CTI; and ideas on CTI operations that may be applicable to the EC. He also outlined the CTI priorities for 2007, namely support for the WTO DDA and the WTO, regional integration with regard to RTAs/FTAs and structural reform, trade facilitation, IP protection, e-commerce, a Pathfinder initiative to promote technology choice, transparency, and investment. 

Structural reform is not an obvious area of work for the CTI although SELI and CPDG have direct responsibility for structural reform issues. These two groups report to CTI, rather than the EC, more for historical reasons. As the EC’s mandate has changed and become more focused on policy and economic reform, a degree of overlap now exists between the work of the EC and that of SELI and CPDG. The four Chairs have agreed that SELI and CPDG will also report directly to the EC in order to build the necessary linkages. The most appropriate reporting lines of SELI and CPDG will need to be considered at some stage, such as after the EC’s agenda has bedded down. The work of SELI and CPDG do not generate a lot of interest at CTI which is attended by trade policy officials; therefore consideration of their work at the EC may do it more justice.
Amongst the lessons learnt from the CTI process which could be considered by the EC are:

i. The CTI has clear deliverables and seeks to develop work plans at the beginning of the year for all areas of activity. This is an iterative process to ensure continuity and consistency with the work program of the previous year. 
ii. The EC can set up FoTCs to guide the development of parallel work programs for each of the 5 LAISR strands. At the CTI, its various FoTCs undertakes out-of-session work with reports back to CTI. This will mean a greater degree of inter-sessional work than has historically been done by the EC. 
iii. Developing parallel work programs and progressing them quickly will help encourage the right people to be engaged with the EC. 
iv. Involving stakeholders is important. For instance, ABAC involvement in CTI issues has been very helpful. The EC should consider encouraging ABAC to provide their perspectives and support, and to contribute to the work programs. PECC may also be useful to involve. 
v. Capacity-building may be more important at the EC compared to other groups, given the need to garner domestic support for structural reform.
vi. Capturing the attention of Leaders and Ministers is important to ensure that the group’s projects are appropriately prioritized and ranked. 

ii. Report from CPDG

The CPDG Chair noted competition policy has been listed not only as one of the specific areas of the Osaka Action Agenda for realizing “free and open trade and investment” toward the Bogor Goal, but has also been set out as one of the priority issues of LAISR. He also noted CPDG’s activities are expected to contribute to both “Trade and Investment Liberalization and Facilitation” and structural reform. The CPDG Chair briefed on the CPDG work plan for 2007 which was prepared on the basis of such background (Doc. No. 2007/SOM1/EC/016), including its activities and related projects for the year. This comprises:
i. Report and discussion on updates and developments of competition law/policy and deregulation for the purpose of sharing information and experiences, in the CPDG meeting.
ii. Report and discussion on actual experiences on a competition chapter in RTA/FTAs for sharing information and experiences, in the CPDG meeting.
iii. Joint project of SELI and CPDG, the “Seminar for Sharing Experiences in APEC Economies on Strengthening the Economic Legal Infrastructure” in Hanoi, Vietnam in June.
iv. The “APEC Seminar on Utilizing the “APEC-OECD Integrated Checklist on Regulatory Reform” in the Competition Policy and Deregulation Aspects” for the purpose of discussion on possible and practical steps for utilizing the Checklist in Jakarta, Indonesia in June.
v. Joint project of EC and CPDG, the “APEC Policy Dialogue: Seminar on the role of Competition Policy in Structural Reform” in Cairns, Australia in June.
vi. Joint project of SELI and CPDG, the third APEC Training Course on competition policy, which is useful for capacity building, tentatively in August.
Also, the CPDG Chair noted it was beneficial to hold seminars on utilizing the “APEC-OECD Integrated Checklist” annually as a joint project of EC and CPDG. The CPDG will further explore the possibility of that.
iii. Report from SELI
The SELI Chair briefed the Committee on the possible future direction of SELI (Doc. No. 2007/SOM1/EC/017). This comprises:

i. Clarifying policy issues – the SELI Chair stressed the importance of SELI issues, as demonstrated by the findings of the IEG’s Survey on Investment Liberalization and Facilitation and the World Bank’s survey on ‘Ease of Doing Business’. 

ii. Conducting policy measures – this includes ensuring transparency in economic law, sharing information on advanced examples, capacity-building and collaboration with ABAC. 

iii. Monitoring policy effects.

The SELI Chair briefed the Committee on the SELI Work Plan for 2007 (Doc. No. 2007/SOM1/EC/011), which includes aspects of advocacy and awareness-raising, capacity-building, coordination and cooperation, and communication with business. 

The SELI Chair alluded to the issues outlined in the trade and investment flowchart contained in Doc. No. 2007/SOM1/EC/017 and the relationship between SELI and other APEC fora in the APEC Organization Chart in the same document. He noted that SELI and CPDG are to report to both CTI and EC, and that APEC is discussing how to position these two subfora under CTI and EC. SELI has strong linkages with other APEC groups, including the Anti-Corruption Taskforce (ACT), the Investment Experts Group (IEG), and the SME Working Group (SMEWG) in relation to the Private Sector Development initiative. 

The SELI Chair also updated the EC on the progress of the SELI/CPDG ‘Seminar for Sharing Experiences in APEC Economies on Strengthening Economic Legal Infrastructure’ (Doc. No. 2007/SOM1/EC/012). The seminar will be held on 6-7 March in Ha Noi, Viet Nam.
Discussion

Indonesia proposed that SELI could consider two projects: one on public-private partnerships (PPPs) and the formula for setting risks to be borne between the government and the private sector; and one on risk management.

The SELI Chair invited Indonesia to present these ideas at the SELI meeting tomorrow.

Key Outcomes

The Chair reminded members that strengthening economic and legal infrastructure is one of the five strands under LAISR. Because SELI’s work clearly intersects with the EC’s interests, the Committee needs to remain alert to SELI’s work. The Chair expressed his intention of continuing to invite SELI to future EC meetings.

The SFOM Chair informed the Committee that the FMP held workshops in 2006 on risk management and how to run PPPs generally. The discussions at these workshops will feed into the FMP for this year. Given the active involvement at FMP with the PPP topic, the SFOM Chair suggested that they could discuss inter-sessionally with the EC their interest in this and the FMP’s activities in this area in 2007. 

iv. Report from FMP
The SFOM Chair noted the importance of active and proactive engagement by the FMP with the EC given the fair degree of overlap between the two fora, and the strong support of the FMP for the structural reform agenda. The SFOM Chair made two related points here: firstly, similar to the EC’s focus on a medium-term agenda, Finance Ministers agreed to the Hanoi Medium-Term Agenda in 2006; secondly, given the overlap between the FMP and the EC, it is incumbent on both to reduce unnecessary duplication, and ensure that the work undertaken by both fora is complementary and supportive of each other. This can be addressed by sharing with each other the work that is being undertaken, and having the SFOM Chair attend the EC meetings.

The SFOM Chair elaborated on the Hanoi Medium-Term Agenda which formed part of the Joint Ministerial Statement in 2006. The Agenda sets out afresh the strategic goals of the FMP and identifies five broad priority areas. In addition, the FMP uses an internal working document which has been developed between the FMP hosts of 2006-2010 which identifies the more immediate priorities to be covered over the next few years. Corporate governance of the financial sector is one example of such a priority. This topic overlaps with the LAISR agenda, particularly with public and corporate governance. While some duplication is practical and helpful, the two fora need to avoid unnecessary duplication.

The FMP policy themes for 2007 are “Transparency and Sustainability in the Public Balance Sheet” and “Deepening and Integrating Private Capital Markets”. The discussion around these two themes will be informed by past and ongoing policy initiatives.

The FMP is aware that key messages from the FMM need to feed through to the Leaders. The importance of structural reform to ensuring macroeconomic stability is one key message to be transmitted to Leaders. The economic dimensions of energy security which was identified at SOM and ISOM as a priority issue will need to be explored by the FMP. 

The SFOM Chair noted that the work undertaken by the FMP on management of contingent liabilities can be usefully fed into EC discussions. Similarly, the EC’s work on corporate governance and the FMP’s work on corporate governance of financial institutions can help ensure consistency of principles.

Discussion
The Chair highlighted that it is evident from the SFOM Chair’s briefing that the EC needs to understand its complementarities with the FMP, for instance the relevance of structural reform to macroeconomic stability and energy security. 

The SELI Chair asked whether the FMP discusses accounting systems, insolvency law, and debt collection procedures, which SELI focuses on.  

The SFOM Chair responded that the FMP does not discuss the detail of accounting systems and debt collection procedures, but does discuss the importance of good quality standards and codes, and how to apply these to the public sector. Insolvency reform is one of the initiatives under FMP, which will feed into the private capital markets policy theme given that effective insolvency regimes will support well-functioning private capital markets. 

Key Outcomes

Both the Chair and the SFOM Chair agreed to share between the two fora the Medium-Term Hanoi Agenda and the EC’s forward work program for LAISR. Over time the two fora can develop agendas that are both internally and mutually consistent across both groups. This will be a useful device and discipline for preventing overlap and taking advantage of complementarities. 

v. ABAC Briefing
ABAC briefed the Committee on its role and interests so that members can become more familiar with how they can engage with ABAC. Its aim is to help governments develop more efficient markets and make business easier. ABAC is engaged with the FMP and IEG through its Finance and Economic Working Group. ABAC strongly supports the structural reform agenda and sees it as a critical part of the emerging new agenda that APEC is pursuing.  
5. Update on Competition Policy Seminar for EC2 (Japan)
Japan tabled the draft project proposal ‘APEC Policy Dialogue: Seminar on the Role of Competition Policy in Structural Reform’ (Doc. No. 2007/SOM1/EC/004rev1) which was endorsed by the EC last year. Should the proposal be endorsed at the upcoming CPDG meeting, it will become a joint EC-CPDG project. The proposal is being co-sponsored by Australia and Indonesia. Japan noted that the project’s preparation is on track and that the amount of APEC funding sought could change prior to submission to BMC1. 
Indonesia expressed its pleasure in co-sponsoring seminar. Competition policy is an important aspect of Indonesia’s structural reform and a competition policy monitoring body has been established as part of its reform efforts. 

Discussion
New Zealand expressed support for the seminar, noting that it is an excellent way to draw out the synergies in the work undertaken by the EC and CPDG. New Zealand favored taking an approach to competition policy that has a broader focus than just competition law. The seminar should explore the contribution of competition policy to structure reform and thereby to economic growth. The development of the agenda and choice of speakers should be consistent with this broader approach; for instance,  Session 1 of the seminar on “what is competition policy” could be broadened to “…and its contribution to structural reform”. 

Australia agreed with New Zealand and has taken this comment into consideration. The target audience for the seminar will comprise those looking at setting up competition policy frameworks and the institutional arrangements needed to implement an effective competition framework. 
6. 2007 Work Plan for APEC-OECD Integrated Checklist on Regulatory Reform (OECD)
In the absence of the OECD, the Chair referred economies to the paper ‘APEC-OECD Co-operative Initiative on Regulatory Reform’ (Doc. No. 2007/SOM1/EC/005) and invited expressions of interest by 2 February 2007 from economies in undertaking self-assessments using the APEC-OECD Integrated Checklist. The Chair noted that last year two OECD representatives traveled to Chinese Taipei to meet with officials and participate in a day-long conference on regulatory reform as part of the self-assessment exercise. The OECD has advised that they could make a similar effort if requested.  Logistical support is also available from the OECD. The Chair informed the Committee that Australia and Indonesia has already expressed interest, and that the EC Chair’s office will act as a conduit with the OECD. 
The Chair took note of the ‘APEC Seminar on Utilizing the APEC-OECD Integrated Checklist in Regulatory Reform in the Competition Policy and Deregulation Aspects’ (Doc. No. 2007/SOM1/EC/018) which is being organized by the CPDG. 
The OECD has developed a competition assessment toolkit which seeks to help government identify and remove unnecessary restraints on competition. The toolkit has been included in the OECD paper. Anyone with an interest in this tool can contact the Chair’s office for further details. 
Australia expressed interest in undertaking the self-assessment and distributed its User's Guide to the Best Practice Regulation Handbook which incorporates the use of the OECD’s competition assessment toolkit. Economies may want to consider inviting the OECD to discuss the toolkit and how it can be used.
Indonesia expressed interest in undertaking the self-assessment and will start by disseminating the Checklist to government agencies and the private sector. Indonesia noted its hosting of the ‘APEC Seminar on Utilizing the APEC-OECD Integrated Checklist in Regulatory Reform in the Competition Policy and Deregulation Aspects’ which will be held over 2 ½ days in Jakarta (13-15 June 2007). Indonesia has contacted the OECD to help in disseminating the Checklist. 

Korea expressed interest in also undertaking a self-assessment using the Checklist and sharing its findings with economies.  

Discussion
In response to a request from China, Australia provided a brief introduction of its Best Practice Regulation Handbook, touching on the role of its new Office of Best Practice Regulation. 
The CPDG Chair commented that the seminar in Jakarta is aimed at providing a forum where experts on competition law, policy enforcement and regulatory reform issues can meet in an open and informal manner to analyze the challenges of regulatory reform and how these challenges can be met. The seminar will focus not only on learning from the developed economies but is also intended for all economies to make a trial application of the Checklist and seek views from others. The CPDG Chair hoped that this will provide an opportunity for cooperation between the EC and CPDG, and encouraged active participation of the EC in the seminar.
ABAC asked whether ABAC participation/observation would be envisaged in the self-assessment process, either at the economy level or broader. Reform programs can be assessed from a business perspective, which will add value to the process. 
7. Forward Work Program for LAISR

The EC Chair spoke on the need to develop a detailed and ambitious forward work program outlining how APEC’s structural reform agenda will be progressed and to report on this at the 2007 Ministerial Meeting (Doc. No. 2007/SOM1/EC/006). He proposed expanding the current Friends of the Chair (FoTC) group by establishing FoTC groups around the five LAISR priority areas. Each group will initially be tasked with developing a work program for its LAISR theme. This mode of operating will encourage broad economy engagement in developing the work program, ensure a sense of ownership from economies, and ensure that the work program reflect the priorities of economies. The principles embodied in the Hanoi Action Plan to Implement the Busan Roadmap Towards the Bogor Goals (e.g. action-oriented, meaningful, multi-year) should be borne in mind when developing the work programs. The Chair welcomed comments and questions from the floor.

Subsequently, the EC Chair’s office tabled a proposed timeline for the LAISR forward work program for members’ consideration (Doc. No. 2007/SOM1/EC/006a). The date 17 February 2007 was highlighted as the deadline for expressions of interest from member economies for participating in the FoTCs as well as taking on the role of coordinators. 
Discussion

The following key points were made during the discussion:

i. All member economies are strongly encouraged to participate in at least one FoTC group, regardless of its stage of development, and consistent with the spirit of voluntarism within APEC (Chair). If each economy participates there may be 4-5 economies in each LAISR theme (Japan). 
ii. Belonging to more than one FoTC can help cross-fertilization, minimize duplication and build complementarities. Another reason why the participation of all economies is encouraged is to enhance the opportunities to learn from each other. Diversity is a strength. (Chair)
iii. Annex 2 of Doc. No. 2007/SOM1/EC/006 provides a menu of possible topics that could guide the FoTCs in their thinking. (Canada)
iv. The FoTC idea, and its intersessional work, can help attract the right attendees to EC meetings and identify who to target domestically to participate in the EC’s work more generally. (United States)
v. Continuity of membership at EC meetings is desirable but there is also a need to consider who economies should draw on to contribute to the work program. (Chair)
vi. Strong engagement and participation from members are required in order to push the structural reform agenda forward. (Australia)
vii. The FoTCs have the role of facilitating the EC’s work, rather than owning it. All members can still participate in the workshops etc. In addition, the EC needs to retain its responsiveness to Leaders and to be aware that some issues do not fall neatly into the five streams. (New Zealand)
viii. Member economies could usefully present their views on specific areas of interest/priority initiatives under each LAISR theme to aid in the development of the work programs. Economies should identify what capacity building is needed to advance the structural reform agenda. (Australia) 
ix. The FoTCs will need to coordinate closely when developing the work programs through mechanisms such as reports back to EC and information-sharing amongst the coordinators of the FoTCs (Chair). The AIMP could be utilized to facilitate the sharing and development of each FoTC’s work program (United States; APEC Secretariat).
x. Economies’ interests may evolve over time. An economy’s choice of participation now does not lock it into future decisions. (Chair) 

xi. Each FoTC will be headed by a coordinating economy. (Chair)
xii. How ABAC will engage with the FoTCs will be discussed at its first meeting in Seattle and at EC2. The SFOM Chair noted the particular value of ABAC engagement on a selective and targeted basis when they can add specific input to an issue, e.g. private market perspectives on how financial market intermediaries value PPPs. 
xiii. APEC does not determine domestic priorities, but can help highlight commonalities or high-level common principles from a range of experience. (SFOM Chair)
xiv. Singapore asked how the EC will contribute to the regional economic integration and energy priorities as identified by the SOM Chair. The Chair noted that structural reform itself is an input into regional economic integration, and that the EC’s input on energy issues will depend on the particular focus APEC will have on these issues. One possibility is to study regulation of the energy sector under the regulatory reform strand.

xv. Australia proposed that a theme could be developed for each EC meeting to enable substantive policy discussions to take place. For instance, EC2 could be built around a competition policy theme given the competition policy seminar that will be held at that time. In addition to the FoTCs, the distribution of issues papers in advance could support substantive discussions at EC meetings. Mexico supported this idea and commented that themed meetings may contribute to the idea of a Ministerial meeting. New Zealand noted that a themed meeting should not exclude the other four streams and stressed the need to ensure that all five streams are advanced.

xvi. The work programs could be finalized sooner by working inter-sessionally in a more active manner. The EC could consider circulating the proposed programs prior to EC2 so that they can be endorsed at EC2 (Australia). The work programs can then be reported to Leaders through SOM. However this is an ambitious timeline/target, and would in practice mean a fair amount of work by the Chair’s office. (New Zealand)
xvii. Coordination with SELI and CPDG on the development of the work programs will need to be done with the recognition that the EC can explore competition policy and strengthening economic and legal infrastructure from a structural reform perspective. 
The following economies expressed their interest in joining the new FoTCs:

i. Australia – competition policy and regulatory reform;
ii. Indonesia – competition policy and public sector governance;

iii. Mexico – regulatory reform and competition policy (to be confirmed);

iv. New Zealand – public sector governance and competition policy (to be confirmed);

v. Singapore – regulatory reform;

vi. United States – competition policy, regulatory reform and corporate governance.
Key Outcomes

The Chair noted the widespread support for the FoTC mechanism, and the strong interest in developing work programs to reflect members’ priorities. The Chair reemphasized the importance of developing in parallel all five LAISR strands. 
V. Presentation on APEC Priorities for 2007
The SOM Chair briefed the Committee on the outcomes of ISOM and SOM and provided perspectives on APEC’s direction in 2007. The three issues emerging from ISOM that require the EC’s attention are: 1. regional economic integration; 2. structural reform; and 3. energy.

Australia has no specific priorities for 2007 other than those set out by Ministers and Leaders in Ha Noi in 2006. Its concern is that APEC has a continuous process of economic dialogue and a plan of action that can be implemented over a number of years, rather than focusing on different objectives and priorities each year. 

Regional economic integration can be promoted via different ways; for instance, the proposal for a FTAAP as a long-term prospect, and trade and investment liberalization and facilitation. SOM has agreed on a forward work program to develop a proposal for a comprehensive report to Leaders, and broadly identified the issues to be explored. This is a topic that requires a deliberate approach. SOM is looking to all APEC fora, including the CTI and EC, to help put together the report to Leaders. The first ABAC meeting in Seattle this year will provide an opportunity for attending Senior Officials to discuss with ABAC their perspectives on the FTAAP. The preparation of the report will be an inclusive process where all members can provide input. SOM2 in April will identify what will be included in the report.
Structural reform includes how to tackle behind-the-border issues, which act as impediments to growth just as much as residual tariffs, quotas and direct border barriers do. SOM is looking to the EC to help develop ideas on how APEC can have a far better quality of policy exchange on structural reform issues, and to bring a greater focus on policy development and economic policy dialogue rather than research in specific areas. SOM would like to use the EC to have a broad discussion on economic reform issues. The need for participation by senior economic policy delegates and the requirement for an attractive agenda is a chicken-and-egg situation.
Energy issues come primarily under the umbrella of the Energy Working Group (EWG) but the economic policy aspects of more efficient and transparent markets are broader than just energy policy per se. SOM would welcome feedback from the EC on this issue.  

In response to the Chair’s request, the SOM Chair also commented on the proposal for a one-off meeting of Ministers responsible for structural/economic reform issues and the proposal to strengthen the APEC Secretariat’s analytical capacity.
It differs from economy to economy as to which Minister has overall responsibility for economic reform; for instance, it may be the Finance Minister but with a different focus of attention in some economies. If APEC is able to start off a political strategic management process (rather than a purely bottoms-up approach) through a Ministerial meeting, there will be more chance of better focusing the agenda and capturing more attention. SOM’s intention is not to have a meeting convened this year but to have the EC consider this idea for the medium-term.
In terms of Secretariat resources, the burden of preparing the policy content for meetings is usually borne by the hosting economy. The APEC Secretariat is small with limited resources. In the context of growing professionalization and consideration of resource issues, one proposal is to have dedicated resources at the Secretariat, either in the form of people or funding, to assist in preparing research or policy options that other secretariats prepare (e.g. OECD, World Bank). There has been a proposal for an Office of Economics but SOM is not wedded to this idea. This topic will be further discussed at SOM2. 
In conclusion, the SOM Chair looked forward to very effective input from the EC into the SOM process. The presence of some Senior Officials at the EC meeting underlines the importance of structural reform to Senior Officials.

The US Senior Official underscored the importance of the briefing from the SOM Chair. The United States intends to work closely with the SOM and EC Chairs to move structural reform forward. This was echoed by New Zealand.

Key Outcomes

The Chair highlighted that the EC’s immediate goals/tasks are to develop a meaningful and consistent multi-year work program on structural reform given its comparative advantage in this area, with a focus on policy dialogue and one that informs good structural policy and enhances regional economic integration. The EC will further consider the idea of a Ministerial meeting, which will require the support of a constructive program of work in the first instance. The Chair looked forward to continue discussion with SOM on the issue of Secretariat resources. 
VI. APEC Economic Policy Report

1. Secretariat Brief on Timelines
The APEC Secretariat briefed the Committee on publication timelines for the 2007 APEC Economic Policy Report (AEPR) as follows: 4 June 2007 for Individual Economy Reports (IERs) submission, and 16 July 2007 for final texts of Chapters 1 and 2.

Discussion

In response to a question from the United States, the APEC Secretariat informed the Committee that the budget for the production of EC publications comes from the Secretariat’s internal administrative budget.
China raised a question on how the work of the FoTCs relates to the AEPR. The Chair responded that this will be considered in agenda item VI.2.
2. Proposals for Chapters One and Three of the AEPR (EC Chair)
The Chair’s office briefed the Committee on the proposal for Chapter 1 and Part 3 of the AEPR (Doc. No. 2007/SOM1/EC/006). Chapter 1 will be authored by an interested economy and coordinated by the EC Chair’s office, and Part 3 by individual economies. The Chair’s office provided some background information on the content of Chapter 1 and Part 3 in 2006. The two options for focusing Chapter 1 this year are public sector governance and regulatory reform. Chapter 1 is hoped to draw upon work that is already available as no budget has been sought to write this chapter, and Part 3 will continue to link to Chapter 1. The deadline for submission of Individual Economy Reports (IERs) is 4 June. Revisions after that date are welcome up till 16 July. The APEC Collaboration System (ACS) will be used to distribute drafts and capture comments.
Discussion
The following key points were made during the discussion:

i. Chapter 1 could usefully focus on public sector governance as a way of harnessing the work that has been done. Transaction costs are lowest for this option in terms of demonstrating policy relevance and progress on the LAISR agenda. Competition policy work could form the substance of Chapter 1 next year. (New Zealand; Indonesia; Japan) 

ii. A frontispiece or foreword can help remind Leaders of the 2006 AEPR, inform them of the context for the 2007 publication, and provide a sense of the EC’s work program going forward. (New Zealand)
iii. More detailed input from other fora, such as CTI, would be beneficial. (Thailand)
iv. The EC needs to ensure that the AEPR is useful for members and also for business and academia to learn about APEC structural reform activities. The EC may want to consider inter-sessionally and at EC2 whether funding should be sought for next year to ensure that the report is useful, reader-friendly and brings the different chapters together. (United States)
Key Outcomes
The Chair undertook to provide a foreword to the AEPR and stressed the importance of using the report to reflect the insights derived from the EC’s work program. The Chair’s office will develop a template for the IERs for distribution to economies. The Chair welcomed suggestions for further enhancing the quality and content of the report, and will continue to consider these inter-sessionally and at EC2.
3. Proposal for Chapter 2 of the AEPR – Using Institutions to Support Structural Reform (Australia)
Australia noted that the topic of institutions was covered both at the EC seminar and at the EC meeting, and intersects with all five LAISR work streams. Australia highlighted key aspects of Doc. No. 2007/SOM1/EC/008. Specific issues to be covered in Chapter 2 include: how domestic institutions can contribute to the reform process; characteristics of effective institutions; and how effective institutions can be developed. Australia intends to have a substantive discussion at EC2 on this topic, with a paper to be circulated beforehand. An expert/academic may be invited to attend EC2 to contribute to the discussion, with member economies sharing their perspectives. This discussion will help finalize Chapter 2. Australia’s previous suggestion of holding a themed meeting on how to build a competition culture would also fit into this discussion.

Discussion

The following key points were made during the discussion:

i. The question of whether Part 3 should be switched with Chapter 2 in terms of sequence was discussed (Thailand). Members were cognizant of the fact that a new format for the AEPR was only introduced last year and predictability is important in ensuring the readability of the report. A decision will be made at EC2 as to the structure of the report once there is more clarity on its substance.
ii. Indonesia nominated Japan as one of the two lead discussants from member economies given Japan’s experience with the Council on Economic and Fiscal Policy.
iii. In response to a question from Papua New Guinea, Australia clarified that ‘advocacy’ refers to awareness-raising and building a common understanding of the benefits of structural reform amongst the public sector, politicians and more broadly.
Key Outcomes
The Chair noted the general support for Australia’s proposal for Chapter 2. The topic of institutions is consistent with the key outcomes of the seminar and members’ interest in the role of institutions..

VII. Other Work

1. Socio-Economic Disparities (Korea)
Korea informed the Committee that as a response to Leaders’ instructions in 2005, the EC completed a study on socio-economic disparities in 2006. The findings of the study were endorsed by the EC and SOM, and reflected in the 2006 Leaders’ statement. The final report ‘Social-Economic Disparity in the APEC Region’ has been published and is available from the APEC website.
Australia tabled an information paper on ‘The Role of Panel Data in Analysis of Social Mobility’ (Doc. No. 2007/SOM1/EC/009) as promised at the last EC meeting. Australia noted that the socio-economic disparities report highlights the important message that structural reform can provide opportunities for marginal groups. 
2. New Project Proposals
i. Study on Cross-Border Mergers & Acquisitions (Hong Kong, China)

Hong Kong, China briefed the Committee on its proposal for a topical study on cross-border M&As and their implications on trade, investment and competition policy. The implications of such M&As may not be the same as those of greenfield FDI. This study will address the need to deepen understanding on about M&As. In addition M&As within APEC may have some distinguished features, which may have possible implications for TILF and the structure of markets. Hong Kong, China intends to develop a draft proposal for consideration at EC2. 

Discussion

The following key points were made during the discussion:

i. There should be some consideration of how this proposal fits within the CPDG agenda given the broader focus of discussion at EC2 which will be on higher-level competition policy issues. (Australia)
ii. The Investment Experts Group (IEG) should be consulted on the proposal. (New Zealand)
iii. The FMP’s interest is more in how financial flows affect economies rather than in the detail of trade and investment. Therefore their interest would depend on the angle of the study. (SFOM Chair)
iv. Chinese Taipei expressed support for the proposal. 

Key Outcomes
The Chair encouraged Hong Kong, China to discuss the proposal with the CPDG and IEG.
ii. Seminar on Information-Sharing for Sustainable Growth in the Asia-Pacific Region (Japan)
Japan briefed the Committee on its proposal for a ‘Seminar on Information-Sharing for Sustainable Growth in the Asia-Pacific Region’ (Doc. No. 2007/SOM1/EC/020). Japan noted that the proposal is not intended to detract from the EC’s structural reform focus but instead contribute to the EC’s analytical work which is mentioned in its Terms of Establishment (ToE). 
Discussion
The following key points were made during the discussion:

i. Economies sought clarification on whether this proposal should be carried out under the EC – more work is required before it could be formally brought under APEC, the public and closed roundtable aspects of the seminar, who the target participants are and whether these would be users or providers of statistics, the scope of ‘sustainable growth’ and the wide range of sectors covered, data coverage, and whether the information-sharing is compulsory (Philippines; Indonesia; Australia; United States). 
ii. Japan responded to the questions asked and noted that the participants will be experts designated by each economy. 

iii. Hong Kong, China; Mexico; Chinese Taipei; United States; Chile; Korea and Thailand expressed support for the initiative. 

iv. The APEC Secretariat suggested that Japan coordinate with the SCE on this proposal given that past sustainable development initiatives have been undertaken under the SCE as sustainable development is a cross-cutting issue. Chile noted that the APEC High-Level Meeting on Sustainable Development held in 2006 was different in nature to that of the Japanese proposal, and suggested that Japan discuss with SCE their work plan for 2007. 
v. Indonesia suggested that Japan consult Chapter 2 of the 2006 AEPR which was on sustainable development issues. There is a need to ensure that the EC is not distracted from its structural reform focus. 

Key Outcomes
The Chair summed up the discussion by noting that no clear consensus has been achieved on this proposal, given the questions on coverage, appropriate fit within APEC, whether EC is the appropriate forum, target audience, and how the proposal relates to other proposals within APEC. Japan will further consider these questions and consult with the relevant fora on its proposal before bringing the proposal back to EC for further discussion.  
VIII. Election of Vice-Chair

The Chair thanked Peter Thurlow from Canada for his contribution to the EC. Peter has stepped down from the Vice-Chair position given his departure from the Canadian government. Ms Tomoko Hayashi from Japan was nominated as the new Vice-Chair by New Zealand, with support from Australia. 

Japan’s nomination was endorsed by the Committee. The EC Vice-Chairs are now Hong Kong, China and Japan. 
IX. Other Business

1. Review of the EC’s Operations, as Required by the Terms of Establishment
The Chair’s office noted the requirement by the EC’s Terms of Establishment (ToE) to review the EC’s operations once every two years. Some of the areas highlighted in Doc. No. 2007/SOM1/EC/010 have already been addressed under previous agenda items. The Chair’s office clarified that the review, which will be carried out during ECI, is of how the EC is operating, rather than of its ToE. 

Discussion

The following key points were made during the discussion:

i. The EC has been refocused over the last two years to meet Leaders’ expectations, and the necessary major changes have been implemented. The current EC direction is appropriate. (New Zealand, Japan) 

ii. The EC will need to meet the challenge of how to put into effect the proposal to have substantive discussion at EC meetings in order to attract the right people to the EC. (Australia, Japan)
iii. Thailand suggested that the ToE could be revised to ensure that the objective and scope of activities on economic trends and issues are appropriate given the EC’s structural reform focus, and to capture the dimensions of capacity-building, policy dialogue, and awareness-building. The ToE may also need to be renamed ‘Terms of Reference’ and include how the EC will coordinate with other APEC fora, ABAC and PECC. Indonesia agreed that the three dimensions and coordination with other fora should be included. 
iv. The SFOM Chair noted that the collation and analysis of broader macroeconomic and financial data are covered in the SFOM. The material drawn together at SFOM will get passed on to SOM and the EC. 

v. The genesis of the ToE is to emphasize the EC’s focus on structural reform but not to preclude other work that may be mandated by Leaders. (New Zealand)
Key Outcomes

The Chair concluded that the points raised by Thailand and Indonesia will be discussed inter-sessionally given that the current review does not cover the wording of the ToE.
2. Secretariat Report on Matters Affecting the Committee 

The APEC Secretariat referred the Committee to Doc. No. 2007/SOM1/EC/013 for its report on APEC developments.
3. APEC Secretariat Communications Team

The APEC Secretariat briefed the Committee on the objectives and activities of its Communications and Public Affairs team. In response to a question from Canada, the Secretariat noted that APEC publications are available for distribution to economies for their internal outreach purposes.
4. APEC Information Management Portal (AIMP)

The APEC Secretariat presented to the Committee the functionalities of the newly launched EC APEC Collaboration System (ACS) site and the Project Database (PDB) (Doc. No. 2007/SOM1/EC/014). The use of the PDB will be compulsory starting at BMC2 this year for all project applications for APEC funding.  
Discussion

The United States and the SFOM Chair sought clarification on ABAC access to the ACS, given the potential need to ensure that access to discussions that take place on the site is limited to only member economies. The APEC Secretariat responded that access policy is being considered on an ongoing basis and will take into account the concerns and needs of members, as well as the overall objectives of the system. This can be discussed inter-sessionally. 
5. Document Access
The APEC Secretariat finalized the Document Classification List (Doc. No. 2007/SOM1/EC/000) for meeting documents tabled at the meeting.
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