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The third Senior Officials’ Meeting (SOM) for the Twenty-Third APEC Ministerial Meeting was convened in San Francisco, California on 25-26 September 2011.  Senior Officials from Australia; Brunei Darussalam; Canada; Chile; the People’s Republic of China; Hong Kong, China; Indonesia; Japan; Republic of Korea, Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the Republic of the Philippines; Russia; Singapore; Chinese Taipei; Thailand; the United States and Viet Nam participated in the meeting.  The Chairs of the Budget and Management Committee (BMC), Committee on Trade and Investment (CTI), Economic Committee (EC), SOM Steering Committee on ECOTECH (SCE), APEC Business Advisory Council (ABAC), Pacific Economic Cooperation Council (PECC), and the APEC Secretariat were also present.

I.
OVERVIEW

SOM Chair opened the meeting by welcoming officials and summarizing the major outcomes from the second SOM in May.  Issues discussed fell under the three main priority areas of work for 2011: (1) strengthening regional economic integration and expanding trade; (2) promoting green growth; and (3) advancing regulatory cooperation and convergence.  SOMs were also reminded of the discussions held on food security issues.

The agenda (2011/SOM3/001) was adopted with no objection or comments.

ABAC Chair gave a presentation on the ABAC 3 meeting held in Lima in August (2011/SOM3/019). The ABAC 3 meeting focused on finalizing recommendations under its three themes in 2011:  regional economic integration (REI); small, medium, and micro enterprises (SMMEs) and entrepreneurship; and sustainable growth.  Under the first theme of REI, ABAC identified next generation trade and investment issues, supply/value chain models, and regulatory coherence as three priority areas of work for APEC. For SMMEs, ABAC is focused on how best to make it easier for SMMEs to start-up and remain sustainable, economic inclusion, and building SMMEs’ capacity to succeed.  Under sustainable growth, ABAC priorities are addressing barriers to trade in EGS, enhancing energy security, establishing public-private partnerships on food security, and improving water security.
II.
PRIORITIES FOR APEC 2011


a.  Strengthening Regional Economic Integration and Expanding Trade 

CTI Report


The Committee on Trade and Investment (CTI) Chair reported on the results of the third CTI meeting

and progress on 2011 priority areas (2011/SOM3/032-anx4). SOM endorsed the Bogor Goals Progress Report Guidelines, next steps on  the IFAP, ARCAM recommendations on Smart Grid interoperability standards, the “Enhancing SMEs Participation in Global Production Chains” paper,  and the U.S. proposal on Facilitating the Diffusion of Advanced Technology and Alternative-Fueled Demonstration Motor Vehicles.
SOMs welcomed the outcomes of the APEC Conference on Innovation, Trade and Technology held on 19-20 September; the results of the Trade Facilitation Action Plan II (TFAP II) assessment by the PSU; and the completion of documents by the ECSG for cross-border privacy rules (CBPR) system under APEC Data Privacy Pathfinder.

Next Generation Trade and Investment Issues
SOMs noted the hard work and progress by the CTI to reach agreement on specific and substantive outcomes in 2011 to address the three next generation trade and investment issues identified by Trade Ministers in Big Sky in May:  1) facilitating global supply chains; 2) enhancing SMEs participation in global production chains; and 3) promoting effective, non-discriminatory, and market-driven innovation policy.  SOMs noted the significant contribution that addressing next generation trade and investment issues can make to strengthening and deepening regional economic integration and expand trade. SOMs endorsed the proposal by Mexico, Peru, Chile, Hong Kong, China, and Japan on “Enhancing Small and Medium-Sized Enterprises Participation in Global Production Chains” (2011/SOM3/044), and urged the CTI to complete work to address the other two next generation trade and investment issues by CSOM.

Supply Chain Connectivity 

SOMs expressed continued support for the CTI’s agenda on improving supply chain connectivity through the Supply Chain Connectivity Framework Action Plan.  SOMs welcomed taking a pathfinder approach to establish an APEC baseline de minimis value (2011/SOM3/021).  SOMs endorsed Canada’s proposal, “Linking in to Global Value Chains: A Guide for Small and Medium-Sized Enterprises” (2011/SOM3/008)
Top Barriers Facing SME Exporters

SOMs noted the importance of work to address barriers SMEs face in trading in the region and encouraged CTI to finalize actions to address these barriers by CSOM.
SOMs received a summary of Korea’s future work plans under the Capacity Building Needs Initiative (CBNI) for REI.  SOMs also discussed the importance of APEC’s continued work on the WTO Information Technology Agreement.

Most Recent Developments on FTAs/RTAs

SOM Chair opened the floor for Senior Officials to give an update on some recent developments on FTAs/RTAs in the region.  SOM Chair welcomed the following:

· Brunei’s update on the status of the Trans-Pacific Partnership (TPP) Chicago Round that occurred in September 2011;

· Australia’s update on its bilateral agreements with China, Japan, Malaysia, the United States, Korea and Indonesia;
· Indonesia’s update as the ASEAN Chair on the recent developments since SOM2 regarding ASEAN’s internal and external work;
· Peru’s update on the agreements it has signed with Japan and Korea; 
· Japan’s update on its Economic Partnership Arrangement (EPA) with Peru; and
· Korea’s update on its agreements with the EU, Peru, and the United States, and ongoing negotiations with Australia and Colombia.
EC Chair Report 

SOMs welcomed the EC Chair’s report (2011/SOM3/009), which highlighted the EC's contributions to taking forward APEC's work on the APEC New Strategy for Structural Reform and the Ease of Doing Business initiative. The report also noted the EC's work on public sector governance, regulatory reform, corporate law and governance, and competition policy.  SOMs endorsed Ms. Huda Bahweres of Indonesia to serve as a Vice Chair for 2012-13.  

Implementing the APEC New Strategy for Structural Reform (ANSSR)

The United States briefed the group on the FotC on ANSSR held on 24 September and an ANSSR workshop held on 19-20 September in San Francisco. SOMs were reminded of the procedures and timelines for preparing the ANSSR publication for Leaders Week.
Ease of Doing Business (EoDB) Interim Assessment Report
The PSU presented the key findings of the EoDB Interim Assessment Report, which was a collaborative effort between the EC and the PSU (2011/SOM3/006).  The draft report found that APEC is making good progress toward achieving Leaders' interim target of 5 percent improvement by 2011, but there is need for ongoing high-level commitment to EoDB capacity building to help APEC meeting the 2015 goal of a 25 percent improvement.  Comments will be incorporated into the draft and the report will be finalized by CSOM.

Conference on Air Cargo, Trade and Economic Growth 

The United States reported on the outcomes of the APEC Conference on Air Cargo, Trade and Economic Growth highlighting that liberalization of air services (cargo or passengers) does result in lower costs; cost of air cargo has a disproportionate impact on SMEs; and APEC should consider re-visiting the MALIAT (Multilateral Agreement on the Liberalization of International Air Transportation), which is a treaty for air services liberalization. A written report will be circulated before CSOM. 
b.  Promoting Green Growth
As Chair of the Green Growth FotC, the United States briefed Senior Officials on the major outcomes from the meeting, including discussion on the proposal by the U.S., Australia, New Zealand, and Japan to reduce tariffs and eliminate non-tariff barriers to environmental goods and services. The United States also circulated a paper summarizing other energy and environment-related SOM 3 events in addition to an information paper on Hawaii’s green growth activities (2011/SOM3/012&013).

Environmental Goods and Services (EGS)
SOMs considered both the United States, Australia, Japan, and New Zealand draft annex to the Leaders’ Declaration on Trade and Investment on Environmental Goods and Services (2011/SOM3/022)., and China’s proposal to develop an Environmental Goods and Services Technology Dissemination Action Plan (2011/SOM3/033&34).  There was broad support for the overall objectives of both proposals; however, further work is needed on the details of each proposal before consensus can be achieved. 

Remanufactured Goods
SOMs approved the pathfinder approach to facilitate trade of remanufactured goods, and encouraged all APEC economies to participate in the pathfinder (2011/SOM3/024).
Fossil Fuel Subsidy Reform
Dr. Fatih Birol, Chief Economist and Head of the Economic Analysis Division of the International

Energy Agency (IEA) gave a presentation on the role fossil fuel subsidy reform could play in easing

energy market pressures (2011/SOM3/002-2a).

SOMs welcomed the APEC Progress on Rationalizing and Phasing Out Inefficient Fossil Fuel

Subsidies: Proposed Voluntary Reporting Mechanism (2011/SOM3/010), looking forward to a

final recommendation on the format of the voluntary reporting mechanism  from the Energy Working 

Group (EWG). SOMs committed to coordinate closely with their EWG representatives intersessionally 

so that a decision can be reached on this matter at CSOM.
Energy Intensity Target
SOMs considered a Draft Discussion Paper on Strengthening the APEC Energy Intensity Reduction 

Target (2011/SOM3/011).  SOMs agreed that the goal should be aspirational and region-wide, while

noting that the exact number should be discussed again once a recommendation is made by the 

EWG in October.  SOMs committed to coordinate closely with their EWG representatives 

intersessionally  so that a decision can be reached on this matter at CSOM. 

Low Emissions Development Strategies

SOM welcomed a readout of a workshop on Low Emissions Development Strategies held on September 11-12.
SOMs also welcomed Korea’s “Green Initiative” (2011/SOM3/035).

c.  Advancing Regulatory Convergence and Cooperation  

As Chair of the FoTC on Regulatory Cooperation, the United States summarised the discussion from its meeting the previous day. ABAC also underscored the importance to the private sector of addressing regulatory burdens and promoting greater regulatory alignment.

Good Regulatory Practice

The United States presented The “Baseline Study of Good Regulatory Practices in APEC Member Economies” (2011/SOM3/029), which it commissioned to demonstrate how economies are implementing Good Regulatory Practices (GRP) as measured against criteria in the APEC-OECD Integrated Checklist on Regulatory Reform. The baseline study showed robust domestic work and improvement on GRP implementation, with different levels of progress, underscoring real commitment in this area and an ongoing, dynamic process.
The Chair noted progress on the U.S., Australia, New Zealand, and Mexico proposal on Strengthening Implementation of Good Regulatory Practices across APEC Economies (2011/SOM3/025). The sponsors revised the initial proposal tabled at SOM 2 to address economies’ interests in increased flexibility with respect to implementation of the proposal’s specific actions.  Flexibility in the current revision appeared in both substance and process (see 2011/SOM3/027).  Economies were asked to provide comments on the revised proposal by October 10, 2011.
SOMs endorsed New Zealand’s proposal, “Frameworks and Models for Regulatory Coherence”

(2011/SOM3/028).  The seminar will take place in Moscow in the margins of SOM 1.  SOMs also welcomed Australia’s proposal, “Enhancing Regulatory Impact Analysis within APEC” (2011/SOM3/030).
Regulatory Cooperation Plan

SOMs indicated considerable support for the draft APEC Regulatory Cooperation Plan (2011/SOM3/026).  This Plan proposes specific recommended actions on how to improve the efficiency and effectiveness of regulatory cooperation activities within APEC so that such activities result in trade facilitative outcomes.  SOMs recognized its intent to reform APEC’s regulatory cooperation work and noted how it differs from the GRP proposal, which focuses on the implementation of GRPs in individual economies.  Additional comments on the draft APEC Regulatory Cooperation Plan are to be provided directly to the United States by October 10, 2011.
Smart Grid Interoperability, Green Buildings, and Solar Technologies 

SOMs endorsed the APEC Regulatory Cooperation Advancement Mechanism: Recommendations on Smart Grid Interoperability Standards (2011/SOM3/032anx3); Green Buildings and Green Growth: Approaches to Encouraging a Positive Green Building Climate (2011/SOM3/042); and Facilitating Trade of Solar Technologies Through Standards and Conformity Assessment (2011/SOM3/043).

Innovative Agricultural Technologies

The United States briefed the meeting on the work of the HLPDAB, including the HLPDAB’s endorsement of a proposal promoting Innovative Agricultural Technologies (2011/SOM3/020). Some economies requested more time to review the proposal, and the Chair asked economies to send any further comments in by October 7, 2011.
III.
PREPARING FOR HONOLULU

APEC Ministerial Meeting (AMM)

The AMM on 11 November will include a joint session of trade and non-trade ministers, and two separate sessions for non-trade ministers on Disaster Resiliency (2011/SOM3/015) and Open Governance and Economic Growth (2011/SOM3/014). 

APEC Economic Leaders’ Meeting (AELM)
The United States briefed economies on plans for the upcoming AELM.
IV.
ECONOMIC AND TECHNICAL COOPERATION (ECOTECH)

SCE Report 

SOM noted the report of the Chair of the SOM Steering Committee on ECOTECH (SCE) on the SCE 2011 workplan and meeting held on September 23 (2011/SOM3/037) and report on the progress of implementing sub-fora work plans (2011/SOM3/038).      

Food Security

As Chair, the United States briefed on the FotC on Food Security. 
SOMs endorsed a revised proposal for the Terms of Reference for the Policy Partnership on Food Security (PPFS) (2011/SOM3/041r) in addition to the Report to Ministers on Implementation of the Food Security Action Plan (2011/SOM3/045).
Women and the Economy 

SOMs welcomed the outcomes of the APEC Women and the Economy Summit (WES) (2011/SOM3/007).

Illegal Logging

SOMs endorsed the Terms of Reference (TOR) for the APEC Experts Group on Illegal Logging and Associated Trade (2011/SOM3/023).

V.
OTHER BUSINESS

Travel Facilitation Initiative

The United States briefed a discussion paper for developing an APEC Travel Facilitation Initiative (2011/SOM3/016). Several economies spoke in support for an initiative to facilitate travel in APEC and expressed willingness to contribute to the discussions to take the work forward.  The United States agreed to develop a revised proposal for Senior Officials’ consideration at CSOM. 
APEC Consolidated Counter-Terrorism and Secure Trade Strategy 

The United States briefed on the APEC Consolidated Counter-terrorism and Secure Trade Strategy which was mandated by Leaders under the APEC Growth Strategy (2011/SOM3/017). Additional comments from economies will be included in the draft with the final paper to be submitted to CSOM. 

BMC Report  

SOMs welcomed the BMC Chair’s report (2011/SOM3/040) from their meeting held on 17 September and endorsed a proposal for longer term evaluation of APEC projects.  The United States will assume the BMC chairmanship for 2012 with Russia as vice chair.

APEC Forestry Ministerial Meeting

SOMs welcomed a briefing from China on the APEC Forestry Ministerial Meeting held in Beijing on 6-8 September 2011 (2011/SOM3/039). The Beijing Statement on Forestry was adopted at the meeting.

Other Recent APEC Ministerial and High Level Meetings


Senior Officials welcomed the SOM Chair’s readouts on the outcomes of the Transportation and Energy Ministerial Conference (TEMC), Transportation Ministerial Meeting (TMM), and the Senior Disaster Management Officials Forum (SDMOF).  Senior Officials also endorsed the APEC Principles on Public Private Partnerships to Promote Disaster Resilient Businesses and Communities (2011/SOM3/018). Senior Officials welcomed the Chairperson’s statement from Secretary Kathleen Sebelius’ dialog on Health Systems, and the endorsement of the APEC Aging Populations Strategy during the Dialog on Aging and Innovation held with the WHO Director of Aging.
APEC Study Centers Consortium (ASCC) 

SOMs welcomed ASCC’s presentation on their recent meeting held on 22-23 September.  ASCC members were pleased at the institutional strengthening of APEC including the establishment of a fixed-term executive director and Policy Support Unit (PSU). 

Business Ethics for SMEs
Regarding the Kuala Lumpur Principles for Medical Devices Sector Codes of Ethics endorsed by Ministers in Big Sky, in May, a drafting session on the biopharmaceutical sector and another on the construction sector will be held by Mexico and Viet Nam respectively. The SOM Chair expressed hope that the three sector specific sets of principles would be endorsed by Leaders’ Week.  

International Trade Union Confederation/Asia Pacific Labour Network (ITUC/APLN) 

SOM Chair briefed on ITUC/APLN recommendations to APEC Economic Leaders for 2011. The paper was circulated in advance by email. The Chair requested SOMs provide comments intersessionally on the recommendations, including the ITUC/APLN request to participate in APEC groups. 

Pacific Economic Cooperation Council (PECC) Report

The SOM Chair noted and welcomed the update provided by the Pacific Economic Cooperation Council (PECC) (2011/SOM3/005) and thanked PECC for its contribution.  The Annual State of the Region report will be released early this year at the PECC general meeting that will take place in Washington in late September.  Other work to be released includes an analysis on TPP and a paper on energy security.  

Policy Support Unit (PSU)

The PSU Chair gave a brief readout on PSU’s current projects (2011/SOM3/004) and received SOM endorsement to amend the PSU’s governance arrangements (2011/SOM3/003).

The Fifth APEC Education Ministerial Meeting

SOMs welcomed Korea’s proposal to host the next APEC Education Ministerial Meeting in 2012 (2011/SOM3/036). 

SOM agreed on the Document Classification List (2011/SOM3/000).
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