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APEC ECONOMIC COMMITTEE

FIRST PLENARY MEETING FOR 2013
1-2 February 2013

Jakarta, Indonesia

CHAIR’S SUMMARY REPORT 

The APEC Economic Committee (EC) held its first plenary meeting for 2013 on 1-2 February 2013 in Jakarta, Indonesia. The meeting was chaired by Mr Raymond F. Greene of the United States, and attended by all 21 APEC member economies (Australia; Brunei Darussalam; Canada; Chile; People’s Republic of China; Hong Kong, China; Indonesia; Japan; the Republic of Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the Philippines; the Russian Federation; Singapore; Chinese Taipei; Thailand; the United States of America; and Viet Nam).   

1. The Senior Officials’ Meeting (SOM) Chair, the Senior Finance Officials’ Meeting (SFOM) Chair, Chair of the Committee on Trade and Investment (CTI), Convener of the Competition Policy and Law Group (CPLG), Chair of the Sub-Committee on Standards and Conformance (SCSC), Director of the APEC Policy Support Unit (PSU), and representatives from the APEC Business Advisory Council (ABAC) and Pacific Economic Cooperation Council (PECC) attended various parts of the EC meeting to provide briefings and comments.  
2. Five Friends of the Chair groups (FotCs) held their meetings prior to the EC Plenary on the morning of 1 February 2013, i.e., the FotCs on Competition Policy, Corporate Law and Governance, Public Sector Governance, Ease of Doing Business and Regulatory Reform.

Chair’s Opening Remarks and Introductions

3. The EC Chair welcomed all delegates to the first meeting of the EC for 2013 and thanked Indonesia for the excellent arrangements made for the EC and the hospitality provided to the delegates. The Chair outlined the key objectives for the meeting, namely to:
· Discuss EC’s contributions to the APEC 2013 priorities;
· Review progress in the CPLG and the FotC work plans;
· Discuss mid-term assessment of the APEC New Strategy for Structural Reform (ANSSR);
· Discuss progress and next steps on Good Regulatory Practices (GRP);
· Discuss progress in the APEC Economic Policy Report (AEPR) 2013 and plan for the 2014 AEPR; and
· Conduct policy discussions on i) competitive neutrality and ii) best practices for ICT strategy and public sector governance.
Adoption of the Agenda

4. The EC1 agenda (document no. 2013/SOM1/EC/001) was adopted without any amendment.
Overview of APEC 2013 Priorities 

SOM Chairs’ Remarks

5. The SOM Chair (Ambassador Yuri O. Thamrin) welcomed EC members to Jakarta. The SOM Chair outlined the three priorities for 2013 under the overarching theme of “Resilient Asia-Pacific, Engine of Global Growth”: i) attaining the Bogor Goals; ii) achieving sustainable growth with equity; and iii) promoting connectivity. The first priority of attaining the Bogor Goals would be pursued through three strategies, namely: i) support for the multilateral trading system; ii) enhancing regional economic integration; and iii) intensifying development cooperation which would be delivered through capacity building, especially on structural reform. The second priority of achieving sustainable growth with equity would have four focus areas: SMEs competitiveness, food security, financial inclusion and health. The work on the third priority of promoting connectivity would build on three pillars: i) physical connectivity, including infrastructure development and investment; ii) institutional connectivity; and iii) people to people connectivity, including travel facilitation initiative, emergency preparedness, and cross-border education services.

6. The SOM Chair noted that EC’s efforts in promoting structural and regulatory reform, including capacity building on ease of doing business, would contribute to achieving overall APEC objectives and priorities in 2013.

APEC Business Advisory Council (ABAC)

7. ABAC Executive Director 2013 (Mr Amin Subekti) briefed on an overview of ABAC’s work in 2013 (document no. 2013/SOM1/EC/004). ABAC adopted the theme, Partnership, Resilience and Bridges to Growth, together with the following two sub-themes: strengthening regional resilience and integration with new areas of growth; and strengthening economic foundations and financial structure for balanced, inclusive and sustainable growth. ABAC outlined its key priorities in 2013: i) deepening regional economic integration; ii) promoting infrastructure and sustainable development; iii) fostering SMME development and entrepreneurship; and iv) promoting the development and integration of financial markets. ABAC noted that it had established the following five working groups to carry forward the work and finalized detailed work plan for each of the working group: i) regional economic integration, ii) sustainable development, iii) SMME and entrepreneurship, iv) financial and economics, and v) action plan and advocacy. ABAC expressed that it would look forward to working with EC, sharing ideas and developing a concrete proposal for the governments and business. 

Committee on Trade and Investment (CTI)

8. The CTI Chair (Mr John Larkin) outlined the four priority areas that CTI would be addressing in 2013 (document no. 2013/SOM1/EC/005):

· Support for the multilateral trading system, on which the CTI would consider how APEC could best support WTO initiatives to ensure the success of the WTO 9th Ministerial Conference in December 2013;

· Regional economic integration/trade and economic liberalization, which would include the work toward attaining the Bogor Goals, mandate to study impact of local content requirements and next generation trade and investment issues;

· Promoting connectivity, including the projects to address chokepoints under Supply-Chain Connectivity Action Plan as well as mid-term assessment of 10% targeted improvement in supply chain performance; and

· Contributions of CTI and sub-fora to APEC growth strategy and cross-cutting mandates such as travel facilitation initiative, cross-border education cooperation, and infrastructure development and investment. 

9. The CTI Chair noted the need for increased cross-fora collaboration and the synergies between CTI and EC work streams, in particular, in the areas of ANSSR, Good Regulatory Practices (GRP), Ease of Doing Business (EoDB), competition policy and infrastructure development and investment. 

10. The EC Chair noted that the agendas of EC and CTI were converging as behind the border issue had increased in importance. In this regard, the EC Chair emphasized that the EC and CTI should work more closely in cross-cutting areas such as GRP, EoDB, and competition policy. 

11. Indonesia echoed the comments made by the EC Chair. In particular, Indonesia noted that the activities on Trading across Borders - one of the indicators in EoDB – were implemented under the CTI and suggested that the CTI brief the EC regularly on its work on Trading across Borders so that EC members could better understand the overall progress in EoDB. 

12. The United States also echoed the comments made by the EC Chair and Indonesia, and noted the need for continued collaboration between the CTI and EC in GRP, including EC members’ participation in the 7th Workshop on GRP to be held by the Sub-Committee on Standards and Conformance (SCSC).

13. The CTI Chair responded that CTI would update the EC on its activities related to Trading across Borders, including its work on Supply-Chain Connectivity Action Plan and various initiatives undertaken by the Sub-Committee on Customs Procedures to facilitate trade at the border.  The CTI Chair also noted the need to continue collaboration in the area of GRP and invite EC members to participate in the 7th GRP workshop.

Senior Finance Officials’ Meeting (SFOM)

14. The SFOM Chair (Mr Decy Arifinsjah) briefed the EC on the four priority agendas that SFOM would pursue in 2013: 
· Infrastructure financing, on which the SFOM proposed discussing concrete measures to accelerate infrastructure development in the region by creating a proper environment that would enable increased investment, particularly from private sector;
· Trade financing, on which the SFOM proposed updating the 2009 Trade Finance Survey as well as exploring the establishment of a regional cooperation network that would provide continuous trade financing during a crisis;
· Financial inclusion, which would include discussion on concrete measures to promote financial access and eligibility of SMEs through innovative delivery channels; and
· Treasury reform, which would help the Finance Ministers’ Process (FMP) to contribute to the implementation of ANSSR by ensuring the continuation of bureaucratic and regulatory reforms as well as to the work on AEPR 2013 which would focus on Promoting Fiscal Transparency and Public Accountability.

In addition to the four priority agendas, the FMP would also address economic outlook and financial stability, social security and disaster risk management.
15. The EC Chair noted the FMP’s work on ANSSR-related issues and thanked the SFOM Chair for his useful presentation. 
Pacific Economic Cooperation Council (PECC) 

16. PECC representative (Mr. Djisman Simandjuntak) briefed the EC on the PECC’s key work programs. The PECC’s work was undertaken by expert task forces established by its Standing Committee and would focus on the following groups of issues in 2013:
· Competition and cooperation in extractive industries, which would address the issues on sustainability, market shift, price fluctuation and environmental impact in the extractive industries;
· Financial and monetary regime in the region to consider possible responses to weakening cycle of global economy;
· Strategies to enhance competitiveness and facilitate regional trade and investment in services;
· Social resilience to address rising level of inequality, which is needed to sustain support for the economic policy reform and trade and investment liberalization; and
· Marine resources, which would include the issue of how to make use of marine resources to support economic development while addressing the issue of sustainability.

In addition to the work undertaken by its ad hoc task forces, PECC would work on its annual State of the Region report and would appreciate EC members’ inputs and views on the report.
Advancing EC Objectives: CPLG and FotC Work Plans
Competition Policy and Law Group (CPLG)

17. The EC Chair congratulated the CPLG Convenor (Mr Hu, Tzu-Shun) on his election as the new CPLG Convenor and invited him to update EC members on the work plan of CPLG. 

18. The CPLG Convenor presented an update of the CPLG Work Plan (document no. 2013/SOM1/EC/008), highlighting the following activities for 2013:

· APEC Training Course on Competition Policy in 2013 to be submitted to Project Approval Session 1. The 2013 training course, planned to be held in October 2013, would focus on the investigative techniques and effective remedies. The CPLG Convenor sought EC members’ strong support for the proposal, noting that its project concept note on 2012 training course was not approved in 2012;

· Update on the website of Competition Policy and Law Database. The CPLG planned to redesign it to improve usability, taking into account the result of survey questionnaires to be circulated to CPLG members; 

· Members’ reports and updates on the development of competition policy and law at the CPLG meeting, where each economy would make a presentation; and 

· Review of the CPLG Terms of Reference (TOR). The CPLG would consider revising its TOR at the CPLG meeting to be held on 3-4 February in order to better define the role and appointment of the CPLG Convenor. 

19. The former CPLG Convenor (Mr Yukinari Sugiyama) expressed concerns on the BMC project approval process and criteria. He noted that the CPLG concept note on Competition Training Course was disapproved three times in a row by the BMC in 2012. In particular, the CPLG concept note was categorized as Rank 1 as well as assessed as Priority 1 by the EC at Session 2 in 2012. The concept note, however, was later assessed as Priority 5 by the BMC in its consideration of all the committees’ concept notes, which was lower than the third priority project of one of the committees. In this regard, the previous CPLG Convenor sought clarification on the criteria applied in prioritizing the concept notes submitted by different committees. In addition, he noted that the same CPLG concept note was categorized as Rank 2 at Session 3 in 2012 despite the consensus among the EC members that the APEC Training Course should be preferentially implemented during 2010-2012. Drawing members’ attention to the proposal on 2013 APEC Competition Training Course to be submitted to Session 1 2013, he sought EC members’ support and attention so that the project could be successfully approved by the BMC.
20.  New Zealand echoed the views expressed by the former CPLG Convenor and expressed concerns over the lack of transparency in the BMC project approval process and criteria. New Zealand noted that the CPLG training had been conducted for many years, yielding good results in terms of development of competition policy and institutions in the region but that the project was disapproved in 2012 despite several attempts and hard efforts made by EC members. He sought clarification on the BMC prioritization process and criteria being applied. 
21. The APEC Secretariat Program Director (Ms Myung-hee Yoo) explained the procedure and criteria applied in the concept note approval process (document no. 2013/SOM1/EC/035). In regard to the CPLG concept note submitted at Session 2 2012, although the concept note was assessed as Rank 1 and Priority 1 by the EC members, it had to be prioritized by each economy’s principle decision maker (PDM), as there were not enough Trade and Investment Liberalization and Facilitation (TILF) funds to cover all the Rank 1 projects submitted by the EC, CTI and SCE. Following Paragraph 5-21 of the Guidebook on APEC Project, the PDMs were required to prioritize the concept notes according to the degree to which they would contribute to the funding criteria ranking category, i.e., Rank 1 topics. In that process, the concept notes from other committees received higher priority than that of CPLG. In case of Session 3 2012, the CPLG concept note was categorized as Rank 2 by the EC members and did not even have the chance to be considered by the PDMs as the TILF funds were not enough to cover any of the Rank 2 concept notes. In this regard, the APEC Secretariat highlighted the importance of showing a clear link to a top rank to get approved. On this note, she added that ANSSR was moved up from Rank 2 to Rank 1 category in 2013 and encouraged project proponents to take note of it and show a strong and obvious link to a top ranking category to increase the chance of approval.  

22. The APEC Secretariat also informed the EC that the Secretariat would continue to make efforts to ensure overall effectiveness of the ranking and prioritization system and table the issue at the upcoming BMC meeting and seek BMC’s approval to undertake a review of the project selection and prioritization system for its further improvement and refinement.

23. In this regard, New Zealand suggested that BMC representatives attend EC meetings to discuss the issues related to project approval process in order to make the process more transparent and understandable by EC members.

24.  The EC Chair undertook to convey the EC members’ concerns to the BMC and also encouraged EC members to provide strong support to the CPLG project for its approval at Session 1 2013. 

Competition Policy (CP) 

25. Australia, as Coordinator for the Competition Policy FotC, presented to the meeting its 2013 work plan (document no. 2013/SOM1/EC/009). The work plan contained three components. The first component was assisting economies with the implementation of ANSSR plans with respect to competition policy. Micro-level workshops and a macro-level workshop were held in 2012-2013, organized by Australia and the United States, which would be further discussed under Agenda Item 7 ANSSR. The second component concerned the role of competitive neutrality in competition policy. In this regard, the CP FotC organized a policy discussion to discuss economies’ experience with the development and application of competitive neutrality, which would take place at the EC meeting the next day. As the third component, the FotC members considered options for examining competition reform in key sectors, which would be a potential work stream to be conducted in cooperation with the CPLG. The FotC could build on the recent work by the PSU on the impacts of structural reforms in key sectors, draw key lessons from the study and separate policy implication for the CP FotC and enforcement implication for the CPLG. Finally, the CP FotC noted that the recently completed project on Measures of Competition Development in APEC, led by Russia, enhanced members’ understanding on competition policy in the APEC region.

Decision/Action Point

· The CP FotC would consider examining competition reform in key sectors as a potential work stream. 
Corporate Law and Governance (CLG)

26. Viet Nam, as Coordinator for Corporate Law and Governance FotC, briefed the EC on the 2013 work plan for the FotC (document no. 2013/SOM1/EC/010), highlighting three ongoing or future projects. The first project was about corporate law and governance for SMEs. While a lead economy was yet to be identified, New Zealand, Chinese Taipei and Viet Nam supported the activity. The FoTC would work intersessionally to develop the idea into a more detailed proposal. The second project was a proposal on e-corporate governance to have experience sharing on the best practice of implementation of corporate governance using the Internet. It was suggested at the FotC meeting that the FotC would refine the idea with a focus on information disclosure over the Internet and also cooperate with other fora on the proposal. Some economies volunteered to develop the proposal into a detailed proposal and the FotC would circulate it intersessionally. The third one was a self-funded project from the Chinese Taipei on Lessons from the Financial Crisis for Corporate Governance and Law, which was endorsed by the EC in 2012. Viet Nam sought members’ cooperation to fill in the questionnaire on corporate governance to be circulated by Chinese Taipei as well as members’ endorsement of a proposal to hold a workshop, organized by Chinese Taipei, on the margins of EC2 2013. 
27. Ms Brenda Hu from Chinese Taipei provided a detailed report on the implementation status and action plan of the project, Lessons from the Financial Crisis for Corporate Governance and Law: Roles and Duties of the Enforcement Bodies on Corporate Governance Implementation (document no. 2013/SOM1/EC/011). She noted that the proposal sought to analyze how those principles and measures adopted to improve corporate governance were implemented and what lessons could be learned from APEC economies to implement them more effectively. A draft questionnaire had been completed and was to be circulated to EC members after EC1. She outlined the three basic elements of the questionnaire: basic capital market indicators, current regulatory governance and action views of corporate governance. Chinese Taipei also had conducted an in-depth interview with Korea in November 2012 on its laws and regulations as well as experiences in corporate governance, and would appreciate other economies’ volunteering for interviews. Chinese Taipei proposed that a half-day workshop be held prior to EC2 2013, for experience sharing on the following tentative topics: investor class action suites, education programs for independent director, shadow directors, IFRS implementation, separation of financial sector from other industries and NGO’s function. Chinese Taipei would welcome members’ suggestions on topics and speakers for the workshop.  
Decision/Action Point

· The CLG FotC would work on a proposal on Corporate Law and Governance for SMEs.
· The CLG FotC would intersessionally develop and circulate a detailed proposal on E-Corporate Governance and Law.  
Ease of Doing Business (EoDB)
28. The United States, as the Coordinator for the FotC on EoDB, updated the EC on the progress made in the EoDB since EC2 2012. Regarding Enforcing Contracts, Korea conducted phase 2 diagnostic and held a conference in November 2012, with Indonesia, the Philippines and Thailand attending. With regards to Trading across Borders, Singapore conducted phase 2 diagnostic trips for Peru in October 2011 and in Viet Nam in April 2012, and reported on the findings. The United States and New Zealand held a discussion on Starting a Business at the EoDB Stocktake Workshop in February 2012. On Getting Credit, Japan organized a workshop on the legal aspects of getting credit in Indonesia in December 2012 and would hold a roundtable in Indonesia in March 2013. The FotC noted Chinese Taipei’s request to consider the reforms not captured by the World Bank methodology and decided to discuss it intersessionally. The FotC also discussed the issue raised by the Philippines on whether members would discuss new criteria in 2015 and decided to move onto new areas after achieving 25% improvement target in the five areas by 2015. 
29. Mr Carlos Kuriyama from the PSU reported on the interim assessment of APEC’s progress in EoDB from 2009 to 2012 (document no. 2013/SOM1/EC/013). The PSU noted that APEC had achieved 11.5% improvement in terms of average values, above the 10% pro rata benchmark target by 2012. Among the five areas, Starting a Business was the area with best performance, recording 23.4% improvement, while improving conditions to Enforce Contracts, with 0.1% improvement, continued to be a challenge for most of the regions including APEC. In terms of median values, APEC’s combined improvement was 8%, below the 10% pro rata benchmark target. The progress had been uneven across the five priority areas and APEC economies. The PSU noted that there was room for additional reforms and improvement, since APEC was still behind other regions in some areas and that individual efforts and collective support through capacity building should continue to meet the 25% improvement goal by 2015.

30. Korea reported on the progress made in the area of Enforcing Contracts through its work with partner economies (document no. 2013/SOM1/EC/014). Korea organized capacity building programs on Enforcing Contracts into three phases. With respect to Phase I work to share experience, Korea held a workshop in June 2010, where participants noted the need to develop customized solutions. As a next step, Korea conducted Phase II projects with Indonesia and Peru in 2011 and Thailand and the Philippines in 2012. Korea also held international conferences in Seoul in 2011 and 2012 to review the recommendations from legal experts. Based on the Phase II outcomes, Phase III work to implement the reform in enforcing contract was in progress with Indonesia. Korea informed the meeting that it was considering how to conduct Phase III with existing partner economies and also considering conducting Phase II work with two more new economies and would welcome members’ participation.

31. Indonesia expressed appreciation to Korea for its continued support in the area of Enforcing Contracts. Indonesia noted that the three phases of work conducted with Indonesia helped to raise awareness among the related agencies on the importance of improving enforcing contracts. Related agencies were very keen to follow up the recommendations from the study on enforcing contracts. Indonesia was currently in the process of amending its civil law procedures with the incorporation of small claim courts into them, which was a part of the recommendations under the study assisted by Korea.  Indonesia would continue to work with Korea in improving its enforcing contracts.

32. Singapore briefed the EC on the outcome of its Phase 2 diagnostic trips to Peru and Viet Nam in the area of Trading across Borders. The diagnostic report highlighted that Peru had improved vastly, rising from a rank of 93 in 2006 to 56 in 2012 for Trading across Borders, and was ranked 67 out of 155 countries for Logistics Performance. It was noted that further improvements could still be made. Viet Nam was ranked 74 for Trading across Borders and 53 for Logistics Performance. The report noted some potential areas of improvement that Viet Nam may undertake (document no. 2013/SOM1/EC/015 and 016).
33. Indonesia reported on the status of Phase II work on Dealing with Construction Permits conduced with Singapore.  Singapore’s experts conducted a diagnostic trip to Indonesia in September 2012, and Indonesia looked forward to receiving the recommendations from the diagnostic trip report. 
34. The Philippines thanked Korea for its assistance on Enforcing Contracts. In regard to the points made by the PSU that Enforcing Contracts was one of the areas that showed modest progress, the Philippines commented that part of the reason could be information gap between the reform that economies enacted and the reporting of these reforms by the World Bank. For example, the Philippines’ Supreme Court recently enacted small claims procedure, which, however, was not reflected in World Bank EoDB survey because the threshold of the World Bank was higher than that of the Philippines. In this regard, the Philippines pointed out that some of the thresholds used by World Bank might not be quite accurate to developing economies and the efforts made by developing economies should be reflected in increasing the ranking.

35. Indonesia echoed the Philippines’ comments on the methodology of the World Bank’s EoDB ranking. Indonesia suggested that the PSU explore how to make the efforts by the APEC economies be better recognized and communicated to the World Bank and that the EC could have a periodic meeting with the World Bank to discuss the EoDB work.

36. Hong Kong, China suggested that the PSU could conduct more analysis on the two areas – Enforcing Contracts and Trading across Borders – which showed modest improvement. In particular, the study could explore the reasons behind the ranking, including whether those areas had still barriers or whether their improvements were already substantial to make any further achievement. 
37. The PSU agreed on the points raised by Indonesia and the Philippines. Noting that quantitative analysis should be complemented with qualitative information, the PSU commented that it would reflect such information if economies could submit examples and cases of improvement in EoDB to the PSU, and would also continue to discuss its analysis on the focus areas that members requested.   
38. The EC Chair noted that the World Bank had studied APEC’s efforts in EoDB in 2012 and praised APEC’s approach, in particular, the role of champion economies in doing capacity building. The EC Chair took note of the benefits of more dialogue with the World Bank. The EC Chair expressed his willingness to convey members’ comments on the World Bank methodology and asked members to send specific comments on the EoDB methodology or focus areas to the Chair’s Office or the PSU. 
Decision/Action Point

· Members were to provide their comments on the World Bank EoDB methodology to the EC Chair so that the EC Chair could convey them to the World Bank.
· Members were to provide examples and cases of EoDB improvement so that the PSU could analyse underlying factors behind the EoDB improvement. 
Public Sector Governance (PSG)

39. Chinese Taipei, as Coordinator for the Public Sector Governance FotC, presented its work plan for the FotC (document no. 2013/SOM1/EC/017), highlighting the action items under five priority areas. Two of them had been already implemented: the theme report on Good Practice Principles for Public Sector Governance under the first priority area of Strengthening Public Administration for the Future was published at EC1 2011, led by Canada; and policy discussion on Improving Public Sector Transparency: Good Practices and Reform Experiences under the fourth priority area of Enhancing Fiscal Transparency and Public Accountability was held at EC2 2011, led by Chinese Taipei and New Zealand. In regard to the third priority area of Leveraging ICTs to Strengthen Public Sector Governance, a policy discussion on Best Practices for ICT Strategy and Public Sector Governance would take place on the second day of EC1 2013. Two new activities were expected to be implemented in EC2 2013: a policy discussion on International Public Sector Accounting Standards organized by New Zealand; and a policy discussion on Bureaucratic Reform, led by Indonesia. The FotC Coordinator sought EC members’ support on the two new proposals on policy discussions.  
40. New Zealand briefed the meeting on the proposal to hold a policy discussion on International Public Sector Accounting Standards (IPSAS) at EC2 2013 in order to share members’ experiences with IPSAS, including benefits and challenges in adopting the standards (document no. 2013/SOM1/EC/018). The proposal followed a successful discussion at EC2 2012 on International Finance Reporting Standards (IFRS). New Zealand noted value in further discussing international accounting standards and viewed the discussion of IPSAS as a good fit with the EC’s priority on public sector governance and AEPR 2013’s focus on fiscal transparency. New Zealand added that adopting IPSAS could help economies to improve transparency and fiscal management. In terms of format, the policy discussion would take one and a half hours and a representative from IPSAS and experts from New Zealand and a couple of other economies would be invited to present their experience. New Zealand would work on detailed agenda and circulate it intersessionally if the EC approved the proposal.
41. Indonesia queried whether the result of policy discussion would fit into the AEPR 2013 and how the policy discussion could work to benefit the process of AEPR. Indonesia suggested that economies should not be burdened with preparing additional paper to reflect IPSAS after submission of their Individual Economy Reports (IERs). 
42. Hong Kong, China suggested that more information should be provided on the implication that IPSAS could have on public sector spending, statistics and compilation, in addition to the benefit of improving transparency. Hong Kong, China added that it would be useful if there could be a paper highlighting the key beneficial features so that economies could make a comparison between the current practice and suggested approaches under international standards. 
43. New Zealand responded that it did not intend to create additional work from member economies after their submission of IERs, while economies could voluntarily reflect the discussion on IPSAS into their amended IERs if they wished to do so. New Zealand also took note of the suggestion from Hong Kong, China.
44. Indonesia briefed the EC on its proposal to have a policy discussion on bureaucratic reform on the margins of EC2 2013 (document no. 2013/SOM1/EC/019). The objective of the policy discussion would be to share experiences in conducting bureaucratic reform and addressing challenges. Indonesia noted that bureaucratic reform played an important role in the effort of promoting more open, well-functioning, transparent, and competitive markets. Indonesia also noted that bureaucratic market was not a stand-alone reform as it concerned both structural and cultural changes and might not be isolated from the whole aspects of public sector governance. To stimulate the policy discussion, Indonesia invited members to participate in the agenda by preparing a short presentation as a response to the questions set out the in Indonesia’s proposal. Indonesia would welcome any inputs and comments from members to further improve the proposal. 
45. New Zealand sought clarification on the term of bureaucratic reform which could be a potentially wide term. Indonesia responded that bureaucratic reform would mean reforms in government organization, personnel and management to provide better public service. More specifically, it could include reforms to restructure government organization, modernize human resources management, improve supervision, and improve public service.
Regulatory Reform (RR)

46. Japan, as Coordinator for the Regulatory Reform FotC, reported on the outcome of the Regulatory Reform FotC meeting and presented its updated work plan (document no. 2013/SOM1/EC/020).  In the FoTC, Mr. Carlos Kuriyama from the PSU introduced the revised executive summary on ongoing case study on green investments. Members discussed next steps to be taken, including having a policy dialogue at EC2 and outreaching to relevant fora, including Energy Working Group. In addition, some members pointed out that there were some synergistic areas between activities in the FoTC and Good Regulatory Practices (GRP) initiatives of other fora, such as SCSC, which should be coordinated. FoTC members also suggested obtaining high level commitment in APEC in order to keep the momentum on regulatory reform, including having some statement at AMM and AELM. 

47. The United States recapped the FotC discussions on GRP. The FotC discussed how to coordinate the work of FotC with various other work streams on GRP in APEC, including the GRP initiative that was launched in 2011. Considering that the GRP work was expected to continue beyond 2013, it was suggested that members use the RR FotC future initiatives to continue the momentum and also focus APEC’s efforts collectively on GRP through better coordination between EC and SCSC.

48. New Zealand noted the importance of the FotC work and suggested that the EC think through its role in the GRP as well as how to work with other fora more productively on GRP.
49. The EC Chair agreed on the need for better coordination among APEC fora on GRP and informed that the SCSC Chair would brief the EC on its GRP activities in the afternoon and that the EC Vice Chair, Ms Huda Bahweres, had provided a briefing to the SCSC on EC’s GRP activities at the recent SCSC meeting.

50. In summarizing various proposals brought up by the FotCs, the EC Chair informed the meeting of possible five workshops/policy discussions to take place at the next EC meeting: (i) workshop on Lessons from the Financial Crisis for Corporate Governance and Law: Roles and Duties of the Enforcement Bodies on Corporate Governance Implementation, organized by Chinese Taipei; (ii) policy discussion on IPSAS, led by New Zealand; (iii) policy discussion on Bureaucratic Reform, led by Indonesia; (iv) policy discussion on green investment case study from the Regulatory Reform FotC; and (v) policy discussion on the state of the regional economy, organized by the PSU. The Chair solicited members’ suggestions and comments on the following two options to accommodate the requests for various policy discussions: (i) having additional EC plenary meeting on the margins of SOM2; or (ii) sticking to two plenary meetings per year and scheduling workshops and policy discussions prior to the EC2 Plenary. 
51. New Zealand and Australia expressed their preference to stick to two plenary meetings and hold workshops and policy discussion prior to the EC2 Plenary, considering that extra plenary meeting would require more resource. Indonesia also suggested holding policy discussion and workshops outside of the plenary meeting, so that the EC could focus on the issues that should be resolved at the plenary meeting.
52. The EC Chair noted members’ broad consensus on holding workshops and policy discussions prior to the EC2 Plenary and undertook to intersessionally circulate a proposal on the timelines to accommodate all the proposals.   
Decision/Action Point from the five FotC Work Plans  

· The EC agreed to hold workshops and policy discussions proposed by the FotC’s prior to the EC2.
· The EC Chair would intersessionally circulate a proposal on the timelines to accommodate the proposals on workshop and policy discussion.

APEC New Strategy for Structural Reform (ANSSR)
Mid-term Progress Report of Individual Economies’ ANSSR Plan

53. Russia briefed the EC on the implementation of the ANSSR mid-term progress reporting, which was proposed by Russia, in cooperation with Australia and the United States, and approved by SOM in 2012. Following the Leaders’ instruction, EC members were requested to provide a mid-term assessment report in 2013. The mid-term progress report would allow economies to highlight accomplishments in implementing structural reform priorities and enable economies to track progress towards achieving their stated objectives of implementing structural reform by the end of the ANSSR process in 2015. Russia stressed that the mid-term reporting template was flexible to allow economies to provide information on the priorities that they had chosen. In terms of deadline, Russia proposed that each economy submit a completed mid-term report by the beginning of April so that Russia could present the compiled reports to EC2 for consideration.

54. The EC Chair urged members to respond to Russia by the beginning of April and emphasized that the reporting would be a good opportunity to highlight what members had achieved towards their ANSSR plans, not a competitive process to meet certain benchmarks. 

55. Canada noted that implementation of the ANSSR plan would be vital to strong, balanced and strong sustainable growth and indicated its willingness to share best practices to support the efforts of developing economies in achieving their individual ANSSR plans. In regard to the ANSSR mid-term report, Canada suggested that the final report be approved by SOM level, given the working nature of the document.

56. In regard to reporting, Indonesia reiterated the comments raised by some members at the ANSSR Macro-level Workshop held prior to the EC1 2013. Given that members had broad ANSSR plans in each of their respective economies, the EC should discuss and resolve how to find commonalities between members’ mid-term report and how to summarize and present it to SOM or ministers for their direction and support. Indonesia recalled its suggestion made at EC2 2012 that members provide progress in any of the five priority areas on a voluntary basis, not sticking to their original ANSSR plans. In this regard, Indonesia suggested that members find a priority among the five priorities that they wanted to take from these five areas, in order to find commonalities and better summarize them.

57. Hong Kong, China echoed the concerns raised by Indonesia and suggested that the EC present a cover note to summarize the common areas of concerns, the progress in such areas, areas of similarities and dissimilarities, and challenges in the next two years for further work, together with individual economy’s report attached to the cover note.

58. Chile queried on the reason why quantitative indicators were removed from the reporting template. Chile noted the usefulness of quantitative assessment to track the progress of ANSSR plan implementation and suggested considering them in members’ reporting.

59. The United States stressed that each economy’s report should be assessed in the context of original commitment that the economy had made in 2011. The United States reminded members that the important concept in reporting was flexibility, which would allow economies to introduce quantitative measures if they wished to do so, or to address different priorities, not necessarily repeating the same priorities, if their priorities might have been shifted. This should be the individual economy’s decision, not something to be applied across economies. The United States added that comparing members’ achievements was not the aim of ANSSR mid-term reporting. Rather, the task at this point would be to fill out the template, share them with each other, and make them public, which would lead to greater engagement of external stakeholders as well as enhanced transparency and accountability. 

60. New Zealand commented that it had quickly gone through the exercise of gathering information on the progress against its original ANSSR plans and noted that the suggested approach of reporting was quite flexible and easy to follow. New Zealand expressed its willingness to share its draft mid-term report with any other economies for their reference.

61. Malaysia echoed the views from the United States and New Zealand that the success of 2011 ANSSR Plan was possible because of the flexibility that was given to each economy to come up with its own ANSSR plans and initiatives. In regard to reporting, Malaysia suggested taking an example of AEPR 2012 on EoDB which had an executive summary to summarize the progress included in Individual Economy Report. Malaysia added that members should free to add any new areas if they wished to do so, however still try to stick to 2011 ANSSR Plan as it was what members had committed. 

62. Russia cautioned that it would be too early to provide an analysis on members’ progress and that such analysis through comparison of economies’ progress could cause some misunderstanding among economies. In this regard, Russia proposed sticking to original plan and conducting an analysis upon completion of ANSSR initiatives in 2015.  

63. The EC Chair noted different perspectives on how to manage information. The original intent of the update was to put it out as public document to show the progress that economies had made. However, considering members’ views on the need to bring the work together in one format, the EC Chair suggested producing two products: (i) mid-term assessment to be publicized; and (ii) a report to SOM and Minsters to inform them of members’ experiences, commonalities, challenges, or areas for additional capacity building, which would not be a public document. The EC Chair undertook to consider intersessionally how to report to SOM, without changing the template format to be filled out by economies.  

Decision/Action Point

· EC members were to provide a completed mid-term report to Russia by beginning of April.
· The EC Chair would intersessionally consider how to report to SOM on cross-cutting issues, challenges, or areas of further efforts. 
Mid-term Progress Report of Individual Economies’ ANSSR Plan

64. Australia and the United States (TATF) reported on the two micro-level workshops held in 2012. Australia established ANSSR sub-fund in 2011 and those two micro-level workshops were conducted under the clear goal of developing quality project proposals that would be eligible for funding under the ANSSR sub-fund. The first workshop was held in Bali in July 2012, sponsored by Australia, to assist APEC members in Asia with implementation of their ANSSR plan. The United States organized a similar workshop in Lima, Peru in August 2012, focusing on economies in the Americas and Russia. Before the workshops, participating economies were asked to identify one ANSSR reform issue and, with the help of experts during the workshop, developed a capacity building project on the issue. As a result, each of the seven economies that participated in the Bali workshop and two economies that participated in Lima workshop were able to produce a project concept note that was either submitted to Session 3 2012 or to be submitted to Session 1 2013.

65. The United States briefed the EC on the outcome of ANSSR Macro-level Workshop held on 30-31 January 2013 prior to EC1 2013. The workshop was attended by 88 participants from 19 economies, and focused on four of the five ANSSR priority areas: i) more open, well-functioning, transparent, and competitive markets; ii) better functioning and effectively regulated financial markets; iii) sustained SME development and enhanced opportunities for women and vulnerable populations; and iv) effective and fiscally sustainable social safety net programs. Members presented their experience in implementing ANSSR plans and also introduced their ANSSR project proposals which were either being implemented or to be submitted to Session 1 2013. While economies were making progress in the implementation of their ANSSR Plans, the workshop identified shared concerns, structural reform challenges, and overlapping issues between the ANSSR priority areas.

66. Indonesia, Viet Nam, Malaysia, Chile and Russia expressed their appreciation to Australia and the United States (TATF) for both macro-level and micro-level workshops, noting that it was very useful to discuss members’ experience in ANSSR implementation with prominent experts and work together to develop a specific project concept note. Malaysia proposed that a similar workshop should be carried on in order to continue the momentum. 

67. Australia noted that capacity building efforts on ANSSR implementation were not finished and that it was considering next steps and would welcome suggestions from members.
68. The EC Chair echoed the comments from Australia and encouraged members to consider future areas for capacity building on ANSSR to move toward the 2015 goal and provide their suggestions to Australia and the United States so that they could start to plan it out.
Good Regulatory Practices (GRP)

Briefing on GRP Activities in the Subcommittee on Standards and Conformance (SCSC) 

69. The SCSC Chair (Mr Teungku Hanafiah) outlined the SCSC’s activities related to GRP (document no. 2013/SOM1/EC/041). He noted that the SCSC had a long history of work on GPR, having held six conferences over 13 years and developed principles and guidance documents in coordination with the EC and other relevant fora such as Chemical Dialogue and Life Sciences Innovation Forum. Recently, the SCSC had completed two studies: Good Regulatory Practices in APEC Member Economies – Baseline Study; and Supporting the TBT Agreement with GRP. The 6th Conference on GRP was held in March 2011. Currently, the SCSC was conducting Study on Conformity Assessment and Good Regulatory Practices and planning to hold the 7th Conference on GRP on 26-27 June 2013 in Medan, Indonesia. The 7th Conference would focus on: specific actions being taken to implement GRP to meet the goals from the Leader’s Declaration; and how the GRPs help economies to meet the goals and create changes. 

70. The United States emphasized the importance of continuing coordination between the EC and SCSC to work efficiently on GRP and appreciated the SCSC Chair’s briefing as a way to promote such collaboration. The United States would welcome the SCSC Chair’s thoughts on what role the EC could play in the upcoming 7th Conference on GRP.

71.  New Zealand echoed the comments from the United States. Noting that there was an overlap between the work of EC and SCSC but that the EC’s mandate was broader than that of SCSC which focused on standards-related GRP issue, New Zealand stressed that the Regulatory Reform FotC should define what work the EC would undertake to continue to fulfil such broader mandate and go forward in GRP area.
Report on “Enhancing Regulatory Impact Analysis within APEC”
72. Australia reported on the outcome of the regulatory impact analysis (RIA) training for APEC developing economies. The overall objective of the project was to promote better regulatory practices with a focus to RIA. A series of training course were held in 10 economies throughout 2012. Over 600 participants attended the trainings, which were conducted by experts from Australia, New Zealand and Mexico. Each training workshop was tailored to individual economies’ interests. A number of projects resulted from the RIA trainings, including Russia’s GRP online database project and Mexico’s ANSSR project on RIA. Australia would pursue a follow-up training with economies on a bilateral basis and also consider the possibility of developing an online training tool, which might be added to the GRP online database to be developed by Russia.
73. Viet Nam; Chinese Taipei; Hong Kong, China; and Chile expressed their appreciation to Australia for its leadership in organizing the training and to New Zealand and Mexico for sending their experts to the training. Viet Nam noted that the training was well received by both central and local government officials and helped them to know the best practices of RIA in Australia and New Zealand. Chinese Taipei commented that it would be helpful in refining the RIA implementation and making RIA more rigorous if more practical cases would be collected and included into the GRP web portal to be developed by Russia. Hong Kong, China noted that the workshop was very useful in pulling together people from not only government but also from private sector to enhance their understanding on RIA and strengthen the application of RIA across various disciplines. Hong Kong, China echoed the request by Chinese Taipei to provide them with such information as case studies so that they could disseminate the information to their colleagues as a reference to advance the application of RIA.  

74. Mexico briefed the meeting on its project on Development and Implementation of Methodologies to Improve the Quality of Regulations and Regulatory Impact Assessments for Enhancing Market Openness, Ensure Transparency and Promote Economic Growth, which was being implemented. The project consisted of three workshops to be held in Mexico in 2013 with a focus on methodologies to measure benefits and costs of regulations in both economic and social sectors. 

75. The EC Chair commended the RIA training as a good example of broader role that EC could play and advance in regard to GRP and encouraged members to consider how the EC could follow up and institutionalize RIA and apply the lessons taken from RIA to other priority areas under the GRP work plan. 
Report on APEC-OECD Web Portal: Good Regulatory Practices

76. Russia updated the meeting on the implementation status of its project to create a web database containing all relevant information on GRP (document no. 2013/SOM1/EC/021). The web portal would serve as a resource of GRP and provide an efficient mechanism for APEC economies to share and learn GRP. Russia explained that the project consisted of five steps: i) to design a web site, its structure and basic components responding to the needs of APEC economies; ii) to collect and compile materials from the OECD, co-sponsoring economies and other volunteering economies; iii) to deliver the outcome of the web site by establishing mechanisms for effective use of the tools and best practices for developing new regulations and for reviewing existing regulations; iv) holding special meetings/trainings for all interested stakeholders from APEC on the margins of EC meetings 2013; and v) organizing special meeting/training workshop in Russia to analyze the needs assessment of economies. Russia stated that it had developed the questionnaire in cooperation with the OECD, Chinese Taipei and co-sponsoring economies, i.e., Australia, the U.S. and New Zealand, and planned to circulate it after the EC1 2013 for members’ responses.
77. Canada stressed that effective regulatory cooperation is a top priority to Canada, as it is a key tool to enhance economic competitiveness. On this note, Canada informed members of its key systematic reforms that the new Cabinet Directive on Regulatory Management was implementing, which included One for One Rule, Small Business Lens and Service Standards. Canada noted that those reforms might be useful to share with GRP database.
78. The United States welcomed the project, which could strongly signal the intention to continue the GRP work beyond 2013. In regard to partnering with the OECD, which had expertise and resources on GRP, the United States considered it a positive aspect of the project, but cautioned that the EC should hear directly from the OECD regarding the specifics of its participation in the database. In addition, the United States suggested that Russia conduct research on the existing material that had been developed by APEC and OECD, to supplement the survey results. The United States informed the EC of its website, www.regulations.gov, which provides information on regulations and allows the public to submit comments electronically on regulatory proposals.  The United States also indicated its willingness to share its experiences on GRP. 
79.  New Zealand reiterated its willingness to provide examples and material for the GRP website. New Zealand stated that its current resources on RIA, including comprehensive handbook, a number of guidelines on different aspects of RIA process, and assessment report on its RIA process, were available at the New Zealand Treasury website and could be also provided to GRP online database. 
80. Indonesia noted the usefulness to share GRP database and made the following suggestions to improve the portal: i) the portal should be user friendly; ii) it should be outlined based on the three aspects of GRP – whole government approach, RIA and public consultation – and contain concrete examples on those three aspects; iii) those economies advanced in GRP should be actively engaged in the portal; and iv) the work of OECD should be used as a reference as APEC members would know best what members needed. Indonesia queried who would host the website, update it and handle two-way communications. 
81. Australia supported Russia’s proposal to develop the GRP online database and welcomed the involvement of OECD, given the wealth of knowledge that it could contribute to the database. Australia echoed the comments from members that proper management and update of the database would be important to make the project successful. Australia expressed its willingness to contribute to the database information.
82. Chile echoed the comments made by members on the management of the database and asked how the content would be posted or how they would determine whether the information was good or bad.
83. Russia responded that it would incorporate members’ suggestions in the implementation of the project and make sure that they could have a quality database. In regard to the OECD’s role, Russia explained that it expected the OECD to host the web portal after its development by Russia.
Decision/Action Point

· Russia to circulate the questionnaire on the GRP web portal and members to submit completed questionnaire to Russia.
APEC Economic Policy Report (AEPR) Planning Session

AEPR 2013 on Public Sector Governance (Promoting Fiscal Transparency and Public Accountability)

84. Chinese Taipei presented a draft structure for 2013 AEPR (document no. 2013/SOM1/EC/022). The report would have three main parts: i) introduction and an overview of APEC’s progress on promoting fiscal transparency and public accountability, to be prepared by Chinese Taipei; ii) key elements of fiscal transparency and public accountability to be prepared by Indonesia; and iii) individual economy reports (IERs) on the key fiscal transparency developments in economies, to be provided by individual economies. Chinese Taipei stressed that the template was intended to be suggestive rather than prescriptive and any modifications that would make it easier to present information about the economy would be welcome. Economies were requested to submit their IERs by 14 May 2013.
85. Indonesia elaborated on Part 2 of the report. Part 2 would focus on key elements of fiscal transparency and public accountability, in terms of both theoretical framework and practical aspects and discuss the following elements: clarity of roles and responsibilities, open budget processes, pubic availability of fiscal information and assurance of integrity.
86. Thailand pointed out a possible inconsistency between Sections 1 and 2 of IER template (Annex 2) as Section 1 requested information on fiscal institutions of the central government while Section 2 requested information on local governments and state enterprises as well. Thailand commented that more comprehensive reporting including fiscal information of local governments and state enterprises would be helpful in understanding the fiscal information and public accountability of APEC economies. 
87. China queried on the second item in Part 1 of Draft Outline (Annex 1), Why Do We Need to Enhance Fiscal Transparency.  Pointing out that the reasons listed in the Draft Outline was mainly about financial crisis, China suggested including other reasons for the importance of fiscal transparency.  
88. With respect to IER template, Chinese Taipei responded that the questions in the template focused mainly on the fiscal transparency of the central government, but that economies were welcome to introduce, if any, different practices of their local governments. Chinese Taipei reiterated that the template was intended to be suggestive and flexible and that members could modify it and provide the fiscal information of local governments and state enterprises, if they wished to do so. Regarding China’s suggestion on the draft outline, Chinese Taipei undertook to consider it. 
89. In terms of reproduction format, Chinese Taipei sought members’ preference among the following three options: i) to print a hard copy of full report for circulation at AELM; ii) to print only executive summary for circulation at AELM, as in the case of AEPR 2012; or iii) to publish only electronic version of report. 
90. EC members preferred going paperless, in particular, the second option: to print only executive summary and make the full report available online. New Zealand suggested that the executive summary draw out key information from not only parts 1 and 2 but also IERs and synthesize what was learned from IERs. Chinese Taipei agreed to New Zealand’s suggestion and undertook to include important elements from the IERs into the executive summary.
91. Canada queried on the approval level of the AEPR. The EC Chair responded that technically it had been endorsed by both SOM and Ministers, as the AEPR had been submitted to SOM for endorsement, and then SOM would recommend Ministers to approve it. Regarding the approval level, Canada suggested that AEPR 2013 be approved by SOM level, given the working nature of the document. The EC Chair proposed that members consider it intersessionally and decide whether to change the current practice at EC2 2013. 
92. The EC Chair expressed appreciation to Chinese Taipei and Indonesia for their hard work and encouraged members to submit their IERs by May 14 2013.
Decision/Action Point

· The EC would print an executive summary of AEPR for circulate at AELM with a full report available online.
· Members were to submit IERs to Chinese Taipei by 14 May 2013.
· Members were to intersessionally consider the level of approval for AEPR 2013 and decide it at EC2 2013.
AEPR 2014

93. The EC Chair recalled that at EC2 2012, members had floated quite a number of ideas for a possible topic of AEPR 2014, including regulatory reform, competition policy, ANSSR progress, GRP and RIA. The Chair opened the floor for ideas and thoughts for the AEPR 2014 topic and for any economies to take the lead in AEPR 2014.     
94. China was invited to express its view on the topic of AEPR 2014 as the host of APEC 2014. China noted from the Summary Report of EC2 2012 that the GRP was proposed and supported by Indonesia and Hong Kong, China at EC2 2012. China indicated its preference for GRP, as APEC members had diverse experiences and lessons to share. However, China would welcome any other views or more suggestions from members.
95. Indonesia; New Zealand; Hong Kong China; the United States; and Malaysia all expressed their support to the GRP as a topic for AEPR 2014. Indonesia recalled that at the previous EC meeting New Zealand suggested continuing the past approach to take one of the five priority areas for structural reform and selecting either competition policy or regulatory reform for AEPR 2014 topic in that regard. Indonesia also recalled that Hong Kong, China supported GRP as the topic of AEPR 2014. Indonesia noted that the survey conducted by the United States in 2012 could provide a good reference for AEPR 2014 on GRP. New Zealand echoed the comments from Indonesia and added that GRP would be a very important component of regulatory reform. Hong Kong, China agreed with Indonesia and New Zealand on selecting the GRP as the topic of AEPR 2014 and making use of the survey conducted by the US, which could provide a good starting point to identify areas of concern and further improvement. The United States noted that focusing on GRP in AEPR 2014 would be a logical next step to follow up the work that APEC had been doing in GRP. The United States added that the update to the 2011 Baseline Study on GRP, which was underway at SCSC, could also provide a good starting point. Malaysia supported the selection of GRP in principle, echoing the views from other economies, and at the same time stressed the need for flexibility in the report.
96. Chile pointed out that GRP could be a very broad topic and suggested focusing on a particular sector. In response, the United States suggested that members consider how to frame the topic in a useful way and proposed taking a flexible approach to leave economies to select one or two areas as a case study in the application of GRP. 
97. The EC Chair summarized the discussion noting the agreement from members for AEPR 2014 to focus on GRP. The Chair asked members to intersessionally reflect on the draft structure of the report and champion economies to lead the work.
Decision/Action Point

· EC members agreed that the theme of AEPR 2013 would be GRP and members would intersessionally reflect on the draft structure of the report and lead economies.
State of the Regional Economy and Its Policy Implications

98. The Director of PSU (Dr Denis Hew) presented its findings on the State of the Regional Economy (document no. 2013/SOM1/EC/023). The PSU noted that the global economic recovery was proceeding slowly, although growth remained fragile. While the rest of world advanced only 2.2% in 2012, the APEC region was driving global growth with 4.1% growth, especially led by its developing economies rising by 5.9% in 2012. The PSU noted that developing APEC economies appeared to be moving from export- to consumption-led growth. However, trade value rose only 2.6% in 2012, down from 18% in 2011. In terms of potential risk and policy implications, the PSU cautioned that sustainable consumption-led growth would require structural reform, but fragile growth prospects could stall impetus for reforms. The PSU also noted that consumption-led growth would require improvements in infrastructure, not only in hardware but also in software such as structural reforms and legal and institutional infrastructure. The PSU informed that the current report provided a snapshot of the state of the regional economy based on available statistics and it would publish the full version of APEC Economic Trends Analysis Report in March 2013.
99. The PECC Secretary General (Mr Eduardo Pedrosa) presented its findings on the regional outlook from the PECC’s annual State of the Regional Report published in 2012, based on the survey conducted in July 2012 (document no. 2013/SOM1/EC/042). The PECC noted that the forecasts for growth were positive but the trajectory of growth was below pre-crisis period, which highlighted the need for new growth strategy and growth engines, for example, infrastructure, services, green goods/services and regional economic integration. As of July 2012, survey respondents indicated a bleak expectation for global growth and named the following five factors as main risks to growth: slower growth in China, slower growth in Europe, slower growth in the United States, banking/financial sector crisis and growing income inequality. They also identified the following three issues as the most serious behind-the-border challenges to doing business: lack of transparency in regulatory practices, corruption and unreliable legal framework. In addition, transparency in regulations was identified as the top priority issue for Asia-Pacific Trade Agreements as well. The PECC noted that the region should address growing income equality for sustainable and inclusive growth. 
100. EC Members thanked the PSU and PECC for the very useful and enlightening presentations. Japan queried on: (i) the reasons for the weak growth in trade; and (ii) the status and prospects of stocks of agricultural products and its impact on the food price. In terms of procedure, Japan suggested that the EC draw attention of ministers and leaders to some important implications of the Regional Economic Trends Analysis Report for APEC’s agenda such as trade and liberalizations and structural reform, by providing a brief message to ministers and leaders. In addition, Japan proposed that the EC continue to discuss the regional economic analysis regularly either at a plenary meeting or roundtable discussion. Chinese Taipei echoed Japan’s comments on the need for the EC to regularly discuss the updated regional economic analysis report and to report its outcome to the SOMs and Leaders. Chinese Taipei also sought further elaboration from the PSU on the potential risk, in particular, whether the rising inequality of income would pose a potential risk to the economic growth in the region. Korea sought further analysis from the PSU on the details of driving factors of APEC economies’ growth. 
101. Hong Kong, China sought further elaboration on the background of paradigm shift from export- to consumption-led growth, including whether the shift was due to poor demand from developed economies, i.e., secular vs. cyclical trends, and whether the shift was to consumption-led growth or actually investment-led growth. Hong Kong, China also requested the PSU to continue to monitor major changes in policy, such as Japan’s monetary policy, as it would have long term implication for developing economies. Hong Kong, China and Chinese Taipei asked the PSU to continue to analyze the intra-regional trade and its implication for the regional economic integration.
102. The United States echoed the point made by the PECC that businesses cite uncertainty about future regulation as a reason they are not investing the enormous amount of private capital that has been accumulated. In this regard, the United States stressed that the EC’s work on promoting GRP could help address such a perception in the business community and also promote international trade and investment. Indonesia echoed the comments from the United States and noted the point made by the PSU that consumption-led growth would require improvements in software infrastructure such as structural reform. On this note, Indonesia requested the PSU to further elaborate on the relationship between GRP and economic growth in the region. 

103.  In response, the PSU explained that the weak growth in the regional trade generally reflected the economic slow-down including that of developed economies. The PSU highlighted that members should be alert on those worrying trends and concerns on protectionism in the absence of expectation on sharp economic recovery and address them through the APEC’s work. In particular, structural reform would be critical to achieve more balanced and inclusive growth. Regarding the food prices, the PSU noted the stock of grain and cereals were depleting, but had not reached the level to affect the price at the retail level. The PSU would continue to track and share them with members. With respect to driving factors for growth, the PSU noted that most of the growth was driven by very robust domestic demand but that the PSU would further look into different factors for different economies. The PSU also undertook to continue to monitor and analyze monetary development as well as intra-regional trade, and their implication in the region.
104. The EC Chair expressed appreciation to the PSU and PECC for their informative and thought-provoking presentations. The EC Chair emphasized that those presentations validated the work of EC and 2013 APEC priorities. Recalling that one of the EC’s mandates is to support ministers/fora by providing better understanding of the economic trends and issues, the EC Chair noted the plan to have a longer discussion on the economic trend analysis at EC2 2013. The EC Chair undertook to report the outcome of the Economic Trends Analysis to senior officials and ministers. 

Decision/Action Point

· EC2 2013 would hold a policy discussion on the regional economic trends analysis.
Policy Discussion 1: Competitive Neutrality
105. Australia, as Coordinator of Competition Policy FotC, outlined the background and format of the policy discussion on competitive neutrality (document no. 2013/SOM1/EC/024). The objective of the policy discussion was to share members’ experience in their implementation and development of competitive neutrality.
106. Mr Antonio Capobianco from the OECD presented the summary of key findings of the recent OECD report, Competitive Neutrality: Maintaining a Level Playing Field between Public and Private Business (document no. 2013/SOM1/EC/025). He explained that the concept or principle of competitive neutrality was that no entity competing in the market place should have undue advantages – or disadvantages – due to its ownership. The report identified the most important issues that governments should address in order to achieve competitive neutrality. It was framed around eight building blocks, including choosing the best corporate form, achieving a commercial rate of return, accounting for public service obligations, improving debt neutrality, and making public procurement open and transparent. It also provided examples of how to implement competitive neutrality policies in practice, grouping them into three types of implementation: i) encompassing and autonomous frameworks as in Australia and the EU; ii) addressing competitive neutrality as part of other commitments, i.e., competition law, as in Scandinavian countries; and iii) selective commitments to competitive neutrality. 
107.  Australia briefed the meeting on its competitive neutrality policy (document no. 2013/SOM1/EC/026). Australia noted that competitive neutrality (CN) was a government policy seeking to ensure that government businesses would not have net competitive advantages over competitors by virtue of government ownership. The CN framework was resulted from the development of Australia’s competition policy in 1995, together with other competition reforms, including improved corporate governance of state-owned enterprises (SOEs). Only those SOEs meeting a number of thresholds – business test, significance test and cost-benefit test – would be subject to CN policy. Australia elaborated that the CN policy applied when a SOE conducted a significant business and the benefits of applying CN outweighed the cost. Australia explained that the application of CN required government business activities to charge prices that could fully reflect costs, making adjustments to account for areas of advantage, including taxation, debt, regulation and rate of return requirements. The methods available to neutralize advantages would include: application of laws or regulatory regimes to the government business as they would apply to the private sector; establishment of an equivalent law or regime for the government business; and imposition of notional adjustment to the government business. Australia concluded by noting that competitive neutrality policy was a landmark achievement in its competition policy and improved the performance of government business. Australia noted that rate of return by most government businesses still posed a challenge, continuing to be below commercial returns due to the imposition of community service obligations on government businesses. 

108. Chinese Taipei briefed the meeting on its privatization process of SOEs and competitive neutrality policy applied to SOEs (document no. 2013/SOM1/EC/027).  Chinese Taipei noted that SOEs had played an important role in its economic development and contributed to its GDP from 1960s – export-oriented industrialization phase – to 1970s, further import-substitution phase. Since 1980s Chinese Taipei pursued liberalization, internationalization and deregulation, which resulted in privatization of 38 SOEs between 1998 and 2012.  In 1952, SOEs contributed to 57% of industrial production but in 1980 less than 20%, and then in 2007 less than 5.98%. As of November 2012, eight SOEs remained in the areas of tobacco and liquor, postal service, railway, electricity, water, petroleum, sugar and aerospace. Chinese Taipei elaborated that competitive neutrality policy was embedded in its law, with Administrative Law of SOEs according the same rights and responsibilities to SOEs as those of private enterprises of similar categories and 1999 Fair Trade Act providing the application of competition rules to both private and state-owned enterprises. In conclusion, Chinese Taipei stressed that SOEs did not have substantial competitive advantages over competitors in the markets open to private companies.

109. Viet Nam presented a brief overview of Viet Nam’s approach on SOE reform. Viet Nam outlined the two main approaches that had been used to reform SOEs in an effort to create a level-playing field business environment: i) equitization, i.e, privatization; and ii) corporate governance improvement. Privatization process began from 1990 and accelerated since 2000. Privatization was done by ownership transfer, selling SOEs to employees or another individual/organization, and so on. Since 2006, some equitized SOEs were listed at stock market and some large SOEs were equitized. In addition, corporate governance had been improved since 2006 by establishment of SCIS (State Capital Investment Corporation) and corporatization of SOEs. All SOEs were required to transform into either limited liability company or joint-stock company by July 2010. Viet Nam noted that SOEs were still significant in terms of number, capital and business activities and in reality, more advantaged than private enterprises due to public’s favorable perception. Viet Nam noted the need for a systematical approach of reform and deeper reform. 

110. Members thanked Australia, OECD, Chinese Taipei and Viet Nam for useful presentation. Chile acknowledged the relevance of the principles behind competitive neutrality but at the same time stressed the two issues to be kept in mind in applying the principles: i) to avoid overregulation, which might create greater burdens for the public sector than the private sector; and ii) to safeguard the provision of public service. Japan commented that, just as in Japan and Chinese Taipei, competition law should also be applied in a non-discriminatory manner to state-owned enterprises regardless of judicial status of business entity, noting the importance of preventing the abuse of dominance of SOEs in the market. New Zealand introduced that it did not have specific competitive neutrality policy but achieved competitive neutral outcome through a range of policies, including: i) competition policy to apply competition law to all government entities to the extent they were engaged in trade; ii) SOEs policy requiring clear split between board of SOEs and ministers; and iii) regulatory policy to provide ownership function and regulatory function to different ministers. New Zealand posed a question on whether economies should let SOEs fail in a circumstance where they would let private enterprises fail, given its political sensitivity. China queried on the reason for the low rate of return of SOEs.

111. In regard to the New Zealand’s question, Australia responded that one of the key determining factors would depend on the nature of the operation of SOEs. To the extent a SOE provided public service it would be difficult to let it fail. On the other hand, governments should allow the SOEs that provided commercial services to fail, in principle, although such decision would be subject to political dynamics in practice. Regarding China’s question on the low rate of return, Australia provided the following possible reasons: i) if corporate accounting was not separated between commercial activity and community service activity, commercial activity might cross-subsidize community service activity that the SOE was undertaking; ii) the prices of goods and services of SOEs might be suppressed due to price regulation. On this note, China pointed out that SOEs might need to be subsidized for their undertaking of public service obligation. Australia explained that while community service activities of SOEs should be subsidized by their governments, such funds should be directly transferred to those community service activities, not cross-subsidizing commercial activities, to avoid the distortion of competition.     

112. In this regard, the OECD emphasized the key principle of separation, explaining that the commercial activities that were subject to market dynamics should be separated from public services that would serve clear public objectives and thus deserve subsidization. The OECD also pointed out that competitive neutrality was not always disadvantageous to SOEs as it could also protect the SOEs, for example, by providing clear and transparent cost allocation.   

113. Australia concluded the discussion highlighting that the generic concept of competitive neutrality, i.e, level playing field, was actually wide spread in APEC’s economic regulatory reform and should continue to have a broader role in regulatory framework.

114. The EC Chair expressed appreciation for Australia, OECD, and participating economies for their stimulating discussion. The EC Chair noted the value of interacting with the OECD, which had done a lot of work in the issue, and expressed hope to continue collaboration with the OECD. The EC Chair observed that members had diverse experience in competitive neutrality but all shared in their efforts in balancing between protecting public good and ensuring competitive market. This was related to Indonesia’s second priority of Sustainable Growth with Equity and would continue to be reflected in the EC’s future work.

Policy Discussion 2: Best Practices for ICT Strategy and Public Sector Governance
115. Chinese Taipei, as Coordinator of Public Sector Governance, outlined the background and format of the policy discussion on Best Practices for ICT Strategy and Public Sector Governance (document no. 2013/SOM1/EC/029). The objective of the policy discussion was to facilitate economies to leverage Information Communications Technology (ICT) to strengthen public sector governance, including public service quality and government transparency.

116. Dr Toshio Obi, Director of APEC e-Government Research Center, provided a keynote speech on ICT Applications for Setting the Priorities of Agendas on Public Governance (document no. 2013/SOM1/EC/030). Dr Obi outlined the challenge and priority agendas for e-Public Governance as well as emerging trends on ICT and e-Governance. Among them, Dr Obi focused on the ICT applications for the aging society and various Silver ICT applications/solutions, noting that he APEC region was rapidly aging. He noted that excellent public service was well characterized by the increasing importance of innovative/strategic ICT management as well as regulatory reform and competition for the benefits of citizens. In this regard, he suggested that both silver ICT and ubiquitous-government should be recommended to promote growth strategy in APEC. Considering that the population of aging people would reach two billion and they would spend one trillion US dollars in 2045 in the world, with 60 percentage of such population/consumption in the APEC region, he suggested that the EC, Electronic Commerce Steering Group, Telecommunications Working Group and other related APEC fora work together and organize a joint workshop on ICT applications on silver innovation to create a comprehensive plan and economic models for new silver industries.

117. Dr Shin Kim from the Korea Institute of Public Administration presented Korea’s experience on Information Network Village (document no. 2013/SOM1/EC/031). Dr Kim introduced that Information Network Village (INVIL) Project sought to establish self-sustainable communities capable of continued growth. Since its inception in 2001, 363 villages had been created and were in operation. The INVIL Project aimed to achieve the following results: i) to reduce the digital divide by making information usage a part of life through information network education for residents; ii) to provide a basis for economic self-reliance by pursuing direct transaction between residents and consumers through e-commerce; iii) to establish participatory management system by providing organizational structure for villages to self-manage; iv) to support social integration for immigrants by pursuing video reunions through the information network infrastructure; and v) to spread information network villages globally. The INVIL project had proven successful, with 300,000 residents using it and making 10 million dollars from direct transaction between residents and consumers in 2010. Korea would continue to improve the project to lay the foundation for continued, self-sustainable operations and share information and lessons learned on it with other economies.

118. Chinese Taipei shared its experience in e-government (document no. 2013/SOM1/EC/032). The first phase of mid-term e-government implementation plan started in 1998 to provide basic information and communications environment and currently the fourth phase of e-government program was underway since 2012 to provide focused and proactive services. Chinese Taipei explained its various efficient e-programs, including online income tax filing, electronic official document exchange, government procurement online and 24-hour e-service hotspots. Under the 4th phase of e-government program, Chinese Taipei was providing civic-stakeholder oriented applications through multiple service channels such as mobile devices, digital TV and multimedia. Its flagship projects included government cloud service, database expansion, pro-active e-services, mobile e-government, participating social network and last neighborhood e-service delivery. 

119. The United States noted the need to balance privacy and the benefits of e-government and the use of big data. On this note, the United States asked the presenters to explain how they provide adequate privacy protections while delivering various e-government services. In response, Korea noted that common value or government as a whole was considered more important than individuals’ privacy in its society. Chinese Taipei noted that it had just passed a personal data protection law, under which government should notify the citizens of certain information such as the department to use the personal information and the purpose and duration of the use.

120. Chinese Taipei, as PSG FotC Coordinator, concluded the session by noting that: rethinking organization and process as well as changing behaviour would be needed for the ICT service to provide significant added value to citizens and business; Korea’s INVIL project could provide a good example to members as it not only reduced digital divide but also strengthened the social integration of immigrants; and Chinese Taipei’s 24-hour e-service hotspots provided a unique win-win cooperative e-services model among citizens, stores, and government.
121. The EC Chair thanked Chinese Taipei and speakers for their informative session. The EC Chair noted that members could learn good practices in e-government and also address the issue of ensuring services to reach to all segments of society including rural area and elderly people, which would be related to the second priority of APEC 2013, i.e., Sustainable Growth with Equity. 
New Proposals
Infrastructure Development and Investment
122. Indonesia presented infrastructure development and investment initiative to realize Leaders’ vision of a connected Asia-Pacific in the 21st century and to strengthen regional supply chains (document no. 2013/SOM1/EC/033). Indonesia explained that it was presenting the initiative at various fora for the purpose of informing them and gathering ideas from them, although the initiative would require a decision at the SOM level. The proposal would be divided into four parts: i) identifying the level of connectivity in the region; ii) filling the gaps of knowledge; iii) connecting the dots and process of the work done by various fora such as FMP, IEG, SCE and EC; and iv) stocktaking APEC’s current work on infrastructure development and investment to avoid duplication and ensure synergy. Through this process, Indonesia hoped to develop a multi-year framework to promote infrastructure development and investment. As possible outcome from this initiative, Indonesia expected: i) Infrastructure Investment Framework for Connectivity, which would identify investment infrastructure impediments and work streams that would address barriers; and ii) APEC Guideline on Delivering Bankable Projects, which would cover the key stages of an infrastructure project cycle, from project preparation, funding, negotiation, risk management, public finance impact to service delivery. 
123. Japan welcomed the proposal and expressed its hope to work with Indonesia to explore how the EC could contribute to the initiative. The Philippines expressed its support for the proposal, noting that the idea was discussed at the Informal SOM meeting at the ABAC meeting held in Manila recently. The Philippines stressed the need for stronger coordination among the APEC fora to avoid repetition and indicated its willingness to work together to take the proposal further onto its hosting year of 2015. In regard to the proposed SOM-SFOM dialogue, Canada recommended that members wait to see the results of SFOM discussion before considering the establishment of formal SOM-SFOM dialogue, given that the subject matter would fall under the SFOM track. In addition, Canada suggested that members wait to see the diagnostic paper on investment commissioned to the World Bank by G20, which was due in March, before further commissioning the World Bank on the infrastructure investment. Chinese Taipei asked whether the infrastructure development was limited to transportation infrastructure and also suggested that the Transportation Working Group (TPTWG) should be involved in the initiative.
124. In response to Canada’s comments on the SFOM discussion, Indonesia acknowledged that the proposal would need an agreement from both SOM and SFOM and informed the EC that the Chair of Finance and Central Bank Deputies Meeting was invited to attend SOM1 and would take the proposal back to their meeting for consideration, if the proposal was agreed at SOM1. On the study to be undertaken by the PSU, Indonesia intended the PSU to study connectivity in a broad term, not limited to transportation. In terms of relevant fora, Indonesia indicated its willingness to take into positive consideration the participation of TPTWG and at the same time noted that infrastructure could involve other sectors as well in addition to transportation. Indonesia planned to invite various relevant fora, such as IEG, TPTWG, CTI, and EC, as well as outside experts such as the World Bank, ADB and G20 to the proposed dialogue to take place at SOM2.
Simplified Authentication Process for Production of Public Documents Abroad through the Use of the Hague Apostille Convention

125. Hong Kong, China proposed a self-funded project on Simplified Authentication Process for Production of Public Documents Abroad through the Use of the Hague Apostille Convention  (document no. 2013/SOM1/EC/034). The purpose of the project was to introduce the Hague Apostille Convention (HAC) and demonstrate how it might complement APEC’s EoDB initiative by facilitating cross-border transactions through simplified authentication process. In this regard, Hong Kong, China proposed that a capacity-building workshop be held in Medan, Indonesia, prior to EC2 to cover both operational and institutional aspects of the application of HAC. Outcomes of the workshop would be compiled into a report and presented to the EC in 2014 and communicated to the CTI as well. Hong Kong, China noted that cross-border transactions usually would require a considerable amount of paperwork, the origin of which would often need authenticating by foreign officials and other third parties, and that such time-consuming, costly and cumbersome authentication could be replaced by a certificate called Apostille issued by the relevant competent authority. Hong Kong, China hoped that the workshop would enhance members’ understanding of HAC and assist members with capacity building to consider joining HAC.

126. Indonesia, the Philippines and Viet Nam expressed their support for the self-funded project. Indonesia noted that it was very opportune to work on the initiative to promote trading across borders considering that not much work had been done in Trading across Borders, one of the five EoDB areas. The Philippines noted that it was making efforts to accede to the Hague Apostille Convention and the proposed project would provide cross-cutting benefits to APEC economies. Viet Nam also noted the benefits of the project in promoting trading across borders, in particular for SMEs. 

127. Australia enquired whether the workshop would be extended to business community as well, in addition to trade officials of member economies. Korea suggested that it would be better to hold the workshop after the revision session in Montevideo which would be held in the near future, so that members could consider the outcome of the review session. With respect to attendees, Hong Kong, China responded that it would expect officials of member economies to attend the workshop and was also open to the idea of extending the workshop to business community or ABAC. On Montevideo Conference, Hong Kong, China noted that the proposed workshop would be different from the annual conference on e-Apostille, since the workshop would target at the APEC region and cover more general areas than the Montevideo Conference which would focus primarily on e-Apostille program.

128.  The EC Chair concluded the session by noting that the EC members endorsed the self-funded project, including the proposal to hold a workshop prior to EC2 2013. The EC Chair noted that the EC would hold the workshop on the HAC together with the workshop on corporate governance and the two policy discussions on public sector governance for the two days prior to EC2 2013.

Decision/Action Point

· EC members endorsed the self-funded project on the use of HAC from Hong Kong, China.
· A workshop on the use of HAC would be held prior to EC2 2013.
Other Proposal

129. Chile briefly reported on its proposal, Government-to-Citizens (G2C) Service Channels – Bringing the State Closer to the People in APEC Economies, to be submitted to Session 1 2013 and sought members’ support.
Updates from the APEC Secretariat
2013 Project Approval Process and Timeline

130. The APEC Secretariat Program Director (Ms Myung-hee Yoo) outlined the 2013 project approval process and timeline (document no. 2013/SOM1/EC/036). The APEC Secretariat informed that the EC had received four concept notes in Session 1 2013, including one from the CPLG, and that EC members would be asked to endorse, rank and prioritize them. Regarding the approval process, the APEC Secretariat highlighted the importance of ranking, as Rank 2 projects might not get approved due to limited amount of project funds. Members were reminded of 2013 Funding Criteria, which listed ANSSR and EoDB as Rank 1 topics. The APEC Secretariat urged project proponents to show a clear link to an upper rank to improve the chance of approval and also to make sure their economies would participate in the ranking and prioritization. 
Secretariat Report on Key Developments

131. The APEC Secretariat Program Director informed the meeting that the Secretariat had tabled its report on key developments (document no. 2013/SOM1/EC/035) and asked the members to refer to the document for the details on the recent developments in the APEC meetings and the Secretariat.
Policy Support Unit Work

132. The Director of PSU (Dr Denis Hew) outlined the PSU Work Program (document no. 2013/SOM1/EC/037). Among the ongoing and completed projects, the PSU highlighted the following projects relevant to the work of EC: APEC Economic Trends Analysis reports; EoDB interim assessment 2009-2012; and Case Studies on Green Investment. The PSU informed members of its key projects for other fora, including interim assessment for the Supply-Chain Connectivity Framework Action Plan and projects on food security.
133. The EC Chair expressed appreciation for the PSU’s support to the EC work, including its report on Economic Trends Analysis, and noted that the EC would have an in-depth policy discussion on that issue at EC2 2013. The EC Chair encouraged FotC Coordinators and members to contact the PSU for any possible projects in the FotCs.    
Other Business

134. The EC Chair informed the meeting that under the Terms of Establishment (TOE) of the EC, the EC was supposed to review the TOE every two years and that the last review took place in 2011 with no changes. On this note, the Chair solicited comments from member economies on the TOE. Members were invited to review it intersessionally so that the EC could discuss it at EC2 2013.
135. The EC Chair noted that the terms of the EC Chair and two Vice Chairs would be all completed in 2013 and encouraged members to intersessionally consider candidates for the EC Chair and two Vice-Chair positions.
Certification of Documents  
136. EC members made no comments to the EC1 document classification list and thus the document list was deemed endorsed by members (document no. 2013/SOM1/EC/000).

Chair’s Closing Remarks  

137. The EC Chair thanked Indonesia for its hospitality and excellent arrangement, and the participants of the EC for their active participation and continued support. He noted that the current state of the world economy highlighted the importance of the EC’s work to facilitate structural reform through ANSSR, EoDB and GRP. The Chair also noted that a lot of EC’s work in regulatory reform was overlapping with that of other fora and stressed that the EC should continue to work closely with other fora to advance regulatory reform and GRP agendas. 

**********************
